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Chicago and Northern [llinois 
Transportation Facilities — 
Unsurpassed in all the World 





Like spokes of a wheel . . . rail, air, truck and shipping lanes fan out from 
Chicago and Northern Illinois to all parts of America. To the manufac- 
turer located in this area, these facilities mean quick receipt of raw 
materials . . . speedy delivery of finished products to every corner of the 
United States, to markets on the far side of the world. There is a wide 
choice of available plant sites with ready access to all transportation. 





By rail—22 trunk line and 17 belt and terminal railroads serve Chicago 
and Northern Illinois. 7,726 miles of railroad track converge in the 
Chicago industrial area alone. This is greater than the main line mileage 
in 39 of the 48 states. Here shippers find excellent pick-up and delivery 
service, facilities for loading and unloading cars with greater efficiency 
than any other rail center in the nation. 








By air— For any operation where the element of speed in transit is 
essential, Chicago and Northern Illinois is the ideal place in which to 
locate postwar plants. Nine principal airlines connect this territory with 
every major city in North America. Geographical features which have 
made this area the crossroads of commerce, are now making it a great 
international airport. Specific plans for air routes from Chicago to the 
leading markets throughout the world have been approved. 








By truck — Over 600 truck and bus lines offering 24-hour-a-day serv- 
ice speed parts, products and people from Chicago and Northern Illinois 
to 24,000 United States communities. More than 600 miles of new 
superhighways, now projected, will enable fast carriers to express prod- 
ucts to all parts of the territory—and additional highway facilities will 
speed delivery to every corner of the nation. 








By water — 10,000 miles of inland waterways serve Chicago and 
Northern Illinois. Trans-Aclantic vessels can come direct to Lake 
Michigan ports via the St. Lawrence and the Great Lakes. The Illinois 
; ° ’ deep waterway provides a direct link with the Gulf of Mexico. In 1940, 
' - . a record 43,500,000 tons of lake and Illinois waterway traffic totaled 
‘ = more than the traffic passing through the Panama Canal. 


























w 7 To industry and business seeking locations, transportation is only one 
i of the many advantages offered by the Chicago and Northern Illinois 

territory. As an aid to business, agriculture and industry, we have estab- 

N lished a department to assemble and distribute factual data concerning 
this area. You are invited to make use of the services of this department. 
Communicate with the Territorial Information Department, Marquette 
Bldg., 140 S. Dearborn St., Chicago 3, Ill.—’phone RANdolph 1617. 



















































































Industries locating in this area have these outstanding advantages 


GREAT LAKES-? 
ST. LAWRENCE ROUTE } 


Railroad Center of the United States © World Airport ° Inland 

Waterways e Geographical Center of U. S. Population © Great 

Financial Center °* The “Great Central Market” © Food 

Producing and Processing Center ¢ Leader in Iron and Steel 

Manufacturing ® Good Labor Relations Record °* 2,500,000 

Kilowatts of Power ° Tremendous Coal Reserves °® Abundant 
Gas and Oil * Good Government * Good Living 


MISSISSIPPI RIVERS-GULF OF MEXICO ROUTE 
*. 





TERRITORIAL INFORMATION DEPARTMENT 


Information on the industrial, agricultural and residential development of Chicago and Northern Illinois 


COMMONWEALTH EDISON COMPANY + _ PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 
WESTERN UNITED GAS AND ELECTRIC COMPANY - ILLINOIS NORTHERN UTILITIES COMPANY 
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WITH THE EDITORS 





Looking Into The Future 


M?=? OF THE MANIFOLD problems which con- 
front all of us today would evaporate quickly 
if we were endowed with oracular powers. How sim- 
ply everything would be for the editors of the Maga- 
zine of Wall Street if, for example, we were able 
to look into the future and communicate our findings 
to our readers. In fact, if anyone could do that. 

Unfortunately, no one has such far-seeing powers 
although it does seem at times that some of our 
leading figures grant themselves the gift of rare 
foresight. In their public utterances, some do not 
hesitate to make unqualified forecasts of the gen- 
eral state of the nation, or of business, four and 
five years from now. It is ventures like that which 
make things sometimes hard for your editors. 

Of late, the discrepancy in the news. and more 
particularly in the field of forecast, has become 
truly embarrassing to those whose duty it is to 
evaluate such forecasts, to look ahead and see what’s 
in the offing. Witness for example the numerous and 
conflicting prophesies as to the duration of the post- 
war boom. They run all the way from two to five 
vears, depending on whom you ask and in what con- 
nection you ask. 

In a recent issue of a prominent newspaper, one 
might have read on one page the cheering news that 
the bottom of the transitional business slump has 
been reached, that business henceforth will tend 
upwards. On another page, the reader was informed 
by the spokesman for a leading business organiza- 


tion that the slump would continue until the end of 
the year. Elsewhere in the same issue, still another 
prognosticator expressed his*conviction that no re- 
versal of the present downtrend of business activity 
is in sight until near the end of the first quarter 
next year. Obviously all of these forecasts could not 
be right—but all of them could be wrong. 

Some of these forecasts undoubtedly are made in 
perfectly good faith; even so it is difficult enough to 
be accurate and quite naturally, varying yardsticks 
bring varying answers. But one also finds that 
statements and forecasts issued for public consump- 
tion are sometimes “slanted” or colored to serve 
special purposes. We feel strongly our obligation to 
our readers to rationalize and give practical inter- 
pretation to current economic news, and with all 
due modesty, we feel that we are sufficiently sophis- 
ticated and experienced in our task to do just that. 
Looking into the future is not a simple matter, but 
we shall do our best to do it realistically. 

In this issue, A. T. Miller analyzes the year-end 
market prospect in the light of latest developments 
and with it, the reader should find the discussion of 
year-end dividend prospects, by J. C. Clifford, an 
interesting companion piece. 

“World Oil Picture Today,” by H. M. Tremaine, 
and the “Postwar Outlook for our Natural Resource 
Industries,” by John C. Cresswill, are two timely 
features which we also recommend to our readers. 





IN THE NEXT 


ISSUE 


Prospects for Early 1946 Markets 
By A. T. MILLER 


Changing Trends in Investment Returns 


By Warp Gates 


5 Selected Stocks for 1946 Reinvestment 
By The Magazine of Wall Street Staff 








DECEMBER 8, 1945 





243 











Here in America, the foundation of 
freedom is—free markets! Here, all the 
toil of our people flows through the 
marketplaces—in the form of goods 
and money. From the very birth of 
our freedom we have known that if 
our people are to remain free, their 
markets must remain free! 


This was one of our strengths in the 
victorious struggle against nations 
where freedom of the marketplaces 
had died with every other freedom. 


Of all our open and free marketplaces, 
none is more vital to our nation’s 
welfare than this, the investors’ 
marketplace, the New York Stock 
Exchange. 





This free market serves the nation. 
Here, buyers and sellers, through 
their brokers, meet in open competi- 
tion. Here, prices are arrived at in the 
time-honored tradition of the auction. 
Here, prices are determined by supply 
and demand—in the market at the time 
orders are executed. Here, prices are 
promptly made public—so all the 
world may know. 


In any marketplace, the quest of gain 
involves some risk. Now, as always, 
recklessness magnifies the risk. Now, 
as always, recklessness, in any form, 
is an abuse of freedom! Now, as al- 
ways, facts are the best hedge against 
recklessness! Now, as always, prudent 
buyers and sellers of securities rely 
upon facts! 


awOW THE RISKS 





Facts are available. Before any com- 





pany lists its securities in this in- 





vestors’ marketplace, that company 





agrees to report, regularly, basic facts 





concerning its operations and finan- 





cial condition. Such disclosure is the 





essence of this Exchange’s policy. 





In this investors’ marketplace the 
possibility of human error is recog- 
nized. Elaborate precautions are 
taken to prevent it. And it is possible 
to say on behalf of this institution, its 
Members, Member Firms and their 
partners, that—no other enterprise ob- 
serves higher principles of business 
conduct. 


NEW YORK STOCK EXCHANGE 
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E. A. Krauss, Managing Editor 


BUSINESS ITSEUCE 


The Trend of Events 


THE LARGER ISSUES... Widespread fears that 
the current wave of strikes and labor disputes will 
not pass quickly appear fully justified when one 


considers the ominous implications of the new labor 


slogan that is spearheading the UAW-General Mo- 
tors conflict. “Let’s see the books” most assuredly 
has an ominous ring. Were the strike issue one of 
wages and hours alone, it might not be so difficult 
to work out a compromise settlement within a rela- 
tively short time. But underlying the wage issue are 
more fundamental conflicts that almost certainly 
may not be resolved for a long time to come, if 
organized labor persists in its campaign to gain a 
stake in the affairs of management. 


This quite obviously is the larger motive behind 
the present labor drive: Participation in manage- 
ment through demands that management open its 
books to the public. With General Motors’ resolute 
rejection, the battle has now been joined and there 
is no telling when or how it will end. The UAW 
appear to have inextricably intertwined the issue 
with their demand for a 30% wage increase by 
seeking access to the company’s books to prove 
(1) that more wages can be paid. and (2) that 
higher wages must not bring higher automobile 
prices. In other words, the aim henceforth is to tie 
wages to profits. 

Both as to goals and techniques, the UAW ap- 
pear to set a new pattern for the future. A big 
showdown is at hand not only for the automobile 
industry but for business and industry as a whole. 
If labor gains its point, it will be tantamount to the 
first step toward socialization of American business. 


Management is keenly aware of this. More speci- 
fically, it is aware of the threat that labor produc- 
tivity may progressively deteriorate as unions seek, 
and gain, a place in the managerial direction of busi- 
ness. For this question inevitably suggests itself: 
Will the union, if they are permitted participation 
in management decisions, use their position to check 
further increases in worker productivity with an eye 
towards maintaining maximum employment (and 
intake of labor dues) regardless of efficiency factors 
and business conditions? In the light of past expe- 
rience, a cynic might have a ready answer. What- 
ever it may be, there is nothing academic about-the 
question. The public at large should realize this; 
the consumer has an enormous stake in it, for he 
is going to pay the bill. This quite apart from the 
fundamental issue whether responsibility of man- 
agement in the conduct of a business should be fur- 
ther hamstrung by union interference. 

Because of these larger issues, it can readily be 
seen why the current wage disputes are a great deal 
more serious than they appear on the surface. By 
the same token, they may drag on longer, until the 
extent to which unions may or may not claim direct 
participation in management has been clarified. In 
the process, serious cleavages may develop that 
may split the nation with unfortunate consequences. 

In the meantime, strikes are not only interfering 
with reconversion and resumption of civilian pro- 
duction but they are hurting American prestige the 
world over. President Truman was not speaking idly 
when he recently pointed out that our labor disputes 
are diminishing our influence in world affairs. They 
are, definitely, and it doesn’t do us any good. 
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100 DAYS OF RECONVERSION ... The Presi- 
dent’s progress report on the first 100 days of re- 
conversion makes good reading as far as it goes. 
It confirms that unemployment has been far less 
than anticipated, that retail sales continue at peak 
levels, that war plants have been largely reconverted 
to peacetime production, that “most peacetime prod- 
ucts are already in production or ready to roll.” Un- 
fortunately, at this writing, most of them are still 
ready to roll—but not rolling. The wave of strikes 
since VJ-Day has seen to that. 

The President quite correctly remarks that in- 
flationary pressures are still great, and sees them 
building up further through the winter and spring. 
Rising real estate, wholesale and raw materials 
prices are pointed out as the danger signals that we 
must watch. The report, however, makes no direct 
reference to the causes at work to push prices up. 
These causes are all to clear. 

For one, official sanctioning of demands for higher 
wages at this stage is bound to feed the inflationary 
flame despite “hold the line efforts.” Also, the in- 
flation danger could certainly have been minimized 
—to some degree at least—if the country had gone 
to work immediately after VJ-Day to expand pro- 
duction of consumer goods to the utmost so as to 
relieve as quickly as possible goods shortages which 
are the source of the inflation threat. Instead, pro- 
duction was permitted to be seriously retarded by 
labor disputes. 

Thus in retrospect, next year, we may find that 
whatever heightened inflationary pressure may then 
have to be faced can be traced to actions or omis- 
sions during the first 100 days of reconversion. 
Greater and more efficient production of goods is 
still one of the best answers to the inflation prob- 
lem; whatever retards or interferes with such pro- 
duction merely adds fuel to the fire. 


THE HOUSING PROBLEM ... It looks as if the 
idea that the housing shortage can best be cured 
by quick scrapping of all controls is losing out fast. 
At least congressional circles, we hear, are swing- 
ing to the opposite view, influenced no doubt by tons 
of mail from their constituents outlining their hous- 
ing troubles. Things have reached a pass where 
President Truman is concerned. So is Congress. 

The latter now is considering three “housing” 
bills, and more may be introduced. One of them in- 
cludes just about everything that OPA chief Chester 
Bowles asked for last month—and even more. In 
addition to placing price limits on all housing, it 
would restore allocation of building materials and 
provide severe penalties for “profiteering” in the 
current emergency. 

Interestingly, the idea of ceiling prices for homes 
is gaining friends in congressional circles. Also, 
there has been a revival of talk on Capitol Hill 
about taxing away profits on homes sales: credit 
control over mortgage lending activity is likewise 
discussed. In short, the home building industry may 
soon find itself on the spot, faced with drastic legis- 
lation. More control rather than less is the pros- 
pect, to stimulate building by keeping prices down 
and also to direct early postwar construction activity 
into desired channels. 





MERGER CURB... A little known measure, the 
Kefauer bill which aims to stop corporation mergers 
when they substantially lessen competition or re- 
strain trade, will soon pass the House, with the 
Senate probably following that body’s lead. The bill, 
once enacted, will make the Clayton Act a more po- 
tent tool and give the Federal Trade Commission 
power it has been seeking for years. 

Under the terms of the measure, merger plans 
which would give the merged corporation a sales 
volume aggregating 50% or more of total sales of 
the respective industry would have to be submitted 
to the Federal Trade Commission for approval. Such 
a law is bound to halt effectively any further trend 
toward industrial concentration by way of monopo- 
listic merger activity. But such activity in more re- 
cent years has been quite limited, almost non- 
existent in its more virulent manifestations. Hence 
passing the bill now looks like a good deal of hind- 
sight. With revival of militant antitrust policy al- 
ready a keystone of Administration postwar policy, 
the Kefauer bill must be viewed merely as another 
step toward strengthening the antitrust front. Its 
actual usefulness will depend on the spirit of en- 
forcement rather than on its specific and somewhat 
broad terms. 


INFLATION IN EUROPE... Rampant currency 
inflation such as occurred at the end of World War 
1 is again taking place in Central Europe. In this 
region the loss of faith in monetary units is com- 
plete and consequently, business is being conducted 
more and more on a crude barter basis. Unfortu- 
nately, there is little chance, in most of these coun- 
tries, for early currency stabilization. Chaotic eco- 
nomic conditions and political uncertainties have re- 
duced tax receipts to minimum levels; defaults on 
the public debt have ruined government credit so 
that it is hardly feasible to sell new government 
bonds. Both governments and occupying authorities 
resort to the printing press to defray current ex- 
penses, further inflating the money supply at a 
rapid rate. At the same time, the supply of goods 
has become pitifully smail. 

Once again, runaway inflation threatens to wipe 
out the middle class in these countries; as a result, 
economic and social stabilization will later be all the 
harder even when currency stabilization at some 
future date is finally achieved. Checking inflation 
of course means first of all curing its underlying 
causes. Budgets must be balanced, public credit 
must be restored, and foreign credits will be needed 
to finance purchases of goods and equipment abroad, 
to expand supplies immediately and to restore pro- 
ductive capacity. The sooner this task is tackled, 
the better, for the deeper the inflation tide runs, 
the more difficult will it be to stem it, quite apart 
from the irretrievable loss of economic, moral and 
social values that usually accompanies all-out infla- 
tion. Next to war, rampant inflation is the great 
curse that can come to any country. 

As to the situation in Central Europe, it is doubt- 
ful whether much can or will be done until the 
Bretton Woods agreements are put into effect, pav- 
ing the way for all-around currency stabilization. 
The job will be easier if it’s undertaken soon. 
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By CHARLES BENEDICT 


DREAMS — AND REALITIES 


TS disillusioned, who have permitted their view- 
point to become distorted, eventually come to 
think that human beings are a sorry lot. Of course, 
this is not true. The fault lies in leadership, and man 
is good or bad depending on his inspiration and ex- 
ample. Our problems arise from the fact that in 
every age we find leaders whose greed and lust for 
power has a way of diverting to their own purposes 
the best laid plans for human advancement. 

This has been true throughout history. It is hap- 
pening again today despite the many recorded fail- 
ures of the past—and while we are still witnessing 
the death throes of Hitler’s empire that was to last 
a thousand years. Nor are these present-day 
schemers deterred by the misery already wrought, 
or the tears and suffering of the victims. All they 
see is that the turmoil ;>—— 
and confusion supplies 


their vastly profitable trade with Asia, Pope Inno- 
cent was prevailed upon to direct the Crusades away 
from Jerusalem toward Egypt. 

I find these happenings of another day interesting 
in the light of current developments for despite 
Dandolo, the brilliance of the Venetian Republic 
paled to a shadow—while the excesses of Pope In- 
nocent brought in the Reformation. 

Yet here in the twentieth century, one thousand 
vears later, the struggle for power is still going 
strong and millions will die and hard earned treas- 
ures dissipated to satisfy the ambitions of a few 
blind and unscrupulous men. 

Are we going to stop the despoilers this time and 
write a new chapter in history? Our tradition as a 
neople makes our country the natural leader. As a 





the opportunity to loot “HAND 
the world — and they 1 ow There = 
look to the United mf 
States to foot the bills 
for this enterprise. 

On the one _ hand, 
Russia is seeking to 
build a vast empire at 
our expense — while 
Britain, counting on our 
deep interest in a free 
world and political bal- 
ance, is using us to as- 
sist her in maintaining 
and expanding her colo- 
nial empire — as_ the 
lesser of two evils. 

As a result the world | 
is so crisscrossed with 
conflicting movements | 
that we stand to lose|_ 
our wise and practical crusade for a better world— 
and in spite of our strength, to weaken our position 
so as to become the prey of predatory powers in the 
future. 

The aftermath of this war is following the pat- 
tern of all great wars, including even the greatest of 
all crusades—the Holy Crusade of nearly a thousand 
years ago. Then it was the Venetian Doge Dandolo, 
who by treachery diverted the crusade from its 
real purpose to the task of destroying the Byzantine 
Empire, so that the fabulous trade of the Orient 
could revert to the Venetians. And Pope Innocent— 
custodian and guardian of the lands of the Crusaders 
during their absence, used the great crusade-power 
for his aggrandisement in Europe. And later when 
the Venetians found the Crusades interfering with 
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in The Philadelphia Record 


~!nation we are great 
}enough to accomplish 


this purpose, possessing 
as we do every element 
necessary to produce 
and maintain the peace 
and point the way to 
prosperity for the 
world. But we are beset 
by an enervating weak- 
ness in leadership that 
is destroying our po- 


HAND” 








itency, causing us_ to 
| jump from one pallia- 
tive to another, while 
our hesitation to attack 
at the source solves 
nothing and_ creates 
only irresolute confu- 


sion. 

How long are we go- 
ing to continue in this 
Renae fashion with a_ world 
looking to us for leadership— and with our own 
security at stake? 

Conditions in Europe are not improving as they 
should. The situation in China is getting worse be- 
cause we are a house divided when we should be 
united in this crucial time in our history. As a re- 
sult, Russia is taking advantage of our disunity to 
upset our plans in China. Her offer of help to Chiang 
Kai Shek in Manchuria despite the Chinese com- 
munists, is clearly a display of Russian strength as 
compared with our weakness. In the Indies and Ma- 
laya we are made to appear on the side of oppres- 
sion. Moreover, the secrecy with which we have 
conducted our affairs has enabled the intriguers to 
employ a dangerous whispering campaign that has 
clearly worked to our dis- (Please turn to page 296) 
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Projecting Year-End Market Pattern 


Current technical indications are bullish. December tax-selling will be light. However, there 
might be considerable deferred profit-taking in January. Means of conserving some profits should 
be considered. At this stage, discrimination is increasingly important. So is some cash reserve as 


“insurance. 
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By A. T. MILLER 


HERE ARE, SO TO SPEAK, two stock markets. 

One is the market that people are talking about 
when they refer to the Dow-Jones industrial aver- 
age or any comparable measure of what is happen- 
ing to well-known stocks of the largest companies. 
That is also pretty much the market which is mir- 
rored by this publication’s weekly index of 100 
high-price stocks. 

Then there is the other market: the market of 
stocks of secondary companies, of small companies, 
of new companies, of speculative equities which 
range down from fair grade to the fringe of “cats 
and dogs.” This is the market in which the public 
is speculating as it has not speculated since 1929— 
with one very important difference. It is not specu- 
lating on margin, as in 1929, but predominantly on 
a cash basis. 

Both of these markets were increasingly strong 
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and active last week. The Dow industrial average 
ended the week at a new bull market high by a 
small margin. The “hoi polloi’” market went to town 
—which amounts to more of the same thing, rather 
than something new, for it has been showing its 
heels to the “standard” stocks for a long, long time. 
Our index of 100 low-price rose 12.7 points to 204.6, 
at which level it is 50% above the 1937 high. Our 
composite index of 290 stocks rose 9.3 points on the 
week of 165.6, at which level it is more than 27% 
above its 1937 high and less than 5% below its 1929 
high. Both the Dow industrials and our index of 
100 high-price stocks have yet to pass their 1937 
highs but the recent upsurge in prices and volume 
raises a possibility that they may do so in this final 
month of the year. 

Whatever the prospects of inflation elsewhere, we 
are having it in stock prices. That has the Adminis- 
tration worried. There is talk of raising margin 
requirements again, and of asking Congress to 
stiffen up on the capital gains tax: perhaps by 
lengthening the holding period on long-term gains 
to a year or 18 months. It must be noted for the 
record that the market shows no present inclination 
to be concerned by such threats. Since the raising 
of margin requirements to 75% did not halt the 
rise, it is reasoned—and we can not refute it—that 
to require 100% cash probably would not stop it. So 
far as the capital gains tax is concerned, there is no 
suggestion that action by Congress is nearby or 
that, if taken, it would apply to other’ than pur- 
chases made after enactment of any change. 

That stock prices should have a considerable in- 
flation is not at all mysterious. The Government for 
some years has been “creating” billions and billions 
in new money through borrowing from the banks, 
and pouring this wherewithal into the economic 
system to wind up in countless private pockets. In 
that sense this bull market has been financed by the 
Government. The elements in it include an unprece- 
dented supply of investible funds; little or no in- 
crease in the supply of corporate securities out- 
standing; low interest rates; a large rise in plant 
and liquid assets of most corporations as compared 
with prewar; the prospect of an extended period of 
active private business as accumulated needs are 
served; and a favorable outlook for corporate earn- 
ings and dividends, now that the excess profits tax 
has been repealed, even though for a considerable 
number of companies some restrictive influences will 
remain until Federal price control terminates. 

These are the fundamentals of the bull market. 
Since the Government either can not or will not 
change them, to attack the symptoms by manipula- 
tion of margins or the capital gains tax would not 
seem a very promising method of control. One rea- 
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son stocks go up is that not enough people are will- 
ing to sell them. If the Government really would 
like to encourage profit-taking, as a brake on the 
market, the way to do it is to ease the gains tax 
or remove it. The more unfavorable the tax terms, 
from the perspective of a potential profit-taker, the 
less profit-taking will there be, if other things are 
equal. 

It goes without saying that stock market inflation 
is dangerous, since it always has ended in a bust 
and no doubt will again. Whether the immediate 
situation is vulnerable is something else again. The 
recent and current technical indications are those 
of strength, not of weakness. Week before last the 
General Motors strike served as excuse for a small 
correction. Again, as so many times before, activity 
tended to dry up on the recession, swell again as 
the list turned upward. Among individual stocks the 
significant moves are upside. Stocks respond more 
sharply to favorable dividend or earnings news than 
to the reverse. 

Judging by those already announced, the market 
will be aided this month by the largest number of 
liberalized dividend declarations in many years, in- 
cluding not a few by “important” companies. From 
all the evidence, tax-selling appears likely to be un- 
usually light. On the part of many people, profit- 
taking is being inhibited by tax considerations. In 
brackets where the tax on market profits would be 
paid at regular income tax rates, there is a saving 
by waiting for the lower tax rates in effect after 
the turn of the year—there is, that is, if the market 
does not meanwhile fall out of bed. In higher brack- 
ets, the total of income tax plus 25% capital gains 
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tax would be a bit lower also next year, even though 
there is no difference in the gains tax rate. With 
some, that seems to be a consideration. However, 
the reductions in income tax rates, except in the 
lower brackets, are very small. Regardless of that 
consideration, many people just don’t want to pay 
Uncle Sam any more money on 1945 account than 
they are already obligated for. As to labor strife, 
the market has had plenty of time to get dis- 
turbed about the labor troubles, were it minded to. 
It has declined to do so. 
All that we have said heretofore seems to make 
a plausible case for a firm to strong December mar- 
ket. A plausible case, however, can also be made 
out for considerable “tax-selling” in January and a 
resultant sizable reaction. That is certainly a possi- 
bility to be allowed for, although it is a market in 
which people will sell only on free choice. That is, 
with the margin situation so unimportant, they can’t 
be forced to sell even by shakeouts considerably 
more severe than any yet seen in this bull movement. 
We are not so much concerned by the position of 
the averages as by increasing signs of gambling- 
type buying in some inferior stocks. It is still a mar- 
ket of stocks, in which the unintelligent, uninformed 
speculators are busy buying future losses, but in 
which the discriminating can still find sound values 
in fair number. Finally, the longer a bull market 
lasts and the higher it goes, the greater is the risk 
from unpredictable “accidents”; and the more sense 
it makes to conserve some profits either by taking 
them cr stop-lossing them, and to have the “insur- 
ance” of a reasonably conservative cash reserve. 
—Monday, December 3. 
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Capital Goods Shares 


VS. 
Consumer Goods Shares 


ITH THE BULL MARKET, in terms of most 

stock price indexes, within close striking dis- 
tance of the 1937 market peak but apparently hav- 
ing some difficulties in crossing that historic mark 
in quest for still higher levels, this would seem to 
be a good time to sit back and try for some per- 
spective. For market averages, as everyone knows, 
at best give only an overall picture. When it comes 
to individual stock or group movements, averages 
tell little and often hide a lot. Actually, it will be 
found that relatively few individual shares have 
precisely conformed to the general market pattern. 
Many bellwethers are still well below their 1937 
tops, just as many others have exceeded them any- 
where from moderately to very substantially. 

The mixed performance of the market becomes 
most apparent when examining the progress made 
pricewise by capital goods shares on the one hand 
and consumer goods equities on the other. The 
former as a general rule still have a long way to 
get within hailing distance of their 1937 peaks; 
most of the consumer goods shares, however, have 
exceeded them measurably. It is not news, of course, 
that the latter have been the pacemakers of the 
four-year-old bull market. Capital goods shares, too, 
have been advancing though with far less vigor and 
assurance. In this they have merely held to their 
traditional role in bull market cycles in which they 
have customarily “brought up the rear.” In other 
words, once capital goods share price gains began to 
catch up with those of the general market, the end 
of the bull market was believed to be near. 

There is nothing arbitrary about that. Capital 
goods industries normally get really busy only in 
periods of expansion and prosperity, for it is such 
periods that invite a capital boom in terms of ex- 
pansion of industrial plants and facilities. It accom- 
panies rather than precedes heavy consumer goods 
demand and therefore it is but normal that capital 
goods shares, marketwise, should lag behind con- 
sumer goods equities at least during the earlier 
stages of a business boom. 

But today’s outlook picture hardly follows the 
conventional pattern. Consumer goods shares have 
been spurred on to high price levels on basis of ex- 
isting demand potentials as evidenced by heavy de- 
ferred demand in virtually all consumer goods lines, 
supported by large public savings and the prospect 
of sustained high national income. In the capital 
goods sector, there also exists a very sizable de- 
mand backlog as evidenced almost daily by com- 
plaints of deficiencies and shortages. A valid ques- 
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By RICHARD COLSTON 


tion would seem: Why haven’t capital goods shares 
gone further in discounting these prospects? 

Take for instance railroad equipment. There are 
great shortages of locomotives and rolling stock 
not only in this country but all over the world. Or- 
der backlogs on the books of leading companies are 
substantial; together with heavy foreign demand, 
makers of locomotives and railroad cars ought to 
be busy for a period of several years. Yet share 
prices of most railroad equipment companies today 
are well below 1937 highs, as evident from the ac- 
companying table. True, indicated postwar sales vol- 
ume will nowhere approach the swollen wartime 
figures but under next year’s tax conditions (with 
EPT removed), the pretax earnings of some of these 
companies could decline some 50% and still show 
substantial increases over wartime per share net. 
1944 net could be doubled despite a drop in pretax 
net of as much as 25%. Much the same holds good 
of some steel companies. Yet these groups on an 
average have advanced less than 5% since mid-year 
when relief from EPT still seemed remote. What 
has kept them down, despite the seemingly glowing 
prospects of excellent postwar business? 


Suggested Reasons 


There may be two answers. One is that railroad 
equipment shares apparently are selling below pros- 
pective values because of an unfavorable immediate 
outlook. 1945 will probably show a moderate earn- 
ings decline in the wake of cancellation of war or- 
ders which outweighs any increase that may be 
scored in regular line work. However, this may 
hardly be an overriding consideration in a market 
that is looking to 1946, even 1947 potentials which 
are undeniably good. It suggests that hesitation to 
discount these potentials more fully at this time 
may be predicated on questions as to postwar ad- 
justment of selling prices to costs, as to how much 
of earnings may find expression in terms of higher 
dividends in this highly cyclical industry with its 
large capital investment and normally drastic ups 
and downs in business and earnings, and as to com- 
petitive impacts. Hence we find that the group in- 
dex for rail equipments today is still some 24% 
below the 1937 high, compared with 20% of the 
comprehensive capital goods shares index. As 
against the latter’s showing, the index of consumer 
goods shares stands at roughly 12% above its 1937 
peak, with far greater percentages shown by indi- 
vidual group indexes such as for radios, household 
furnishings, retail trade stocks, textiles, etc. The 
appended table tells the story in a nut shell. 

One might legitimately ask whether 1937 highs 
are a proper criterion of what stocks ought to bring 
today though for the purpose of this study, this is 
besides the point. 1937 peak prices undoubtedly 
were in most cases excessively high in relation to 
earnings but postwar business for some time at 
least should be better than 1937 business, certainly 
from a volume standpoint though margins may be 
narrower. Postwar taxes will be higher than in 
1937, and so will costs, and to what extent the latter 
may be absorbed is an open question. 
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How They Stand: Capital Goods Groups vs. 
Consumer Goods Groups 
%, Above (+) 
Week Ended 1937 or Below (—) 
Nov. 30, 1945 High 1937 High 
Composite (402 stocks) 133.2 139.8 — 4.7% 
Industrials (354 stocks) 135.4 149.7 — 3.7 
Railroads (20 stocks) 146.7 171.1 —14.7 
Utilities (28 stocks) 116.9 136.0 —14.0 
Capital Goods 116 stocks) 122.1 153.7 —20.5 
Consumer Goods (191 stocks) 147.9 131.2 +12.7 
Representative Capital Goods Groups: 
Agricu!tural Machinery 137.7 165.7 —!6.8% 
Building Materials: 
Cementing 152.9 176.4 —13.0 
Roofing 142.0 158.7 —10.1 
Electrical Equipment 121.2 158.0 —23.4 
Machinery 131.0 160.0 —18.1 
Office Equipment 1258 141.1 —10.8 
Rail Equipment 134.3 176.3 —23.8 
Steel 130.7 184.6 —29.1 
Metal Fabricating 147.8 196.7 —24.8 
Representative Consumer Goods Groups: 
Automobiles 151.0 146.4 =“ S56 
Automobile Accessories 155.8 145.4 ‘Fl 
Household Furnishings 179.7 135.0 +33.1 
Radios 189.7 146.3 +29.6 
Retail Trade: 
Department Stores 200.2 159.0 +25.7 
Variety Chains 119.6 131.0 — 8.7 
Food Chains 182.4 120.0 +52.0 
Textiles 211.1 153.0 +38.0 
Tires and Rubber Goods 255.6 191.4 +33.8 
S. & P. Weekly Stock Indexes (1935-39 = 100) 


is 


eliminating 


comment. The steel group index today stands at 
around 130.7 compared with a 1937 high of 184.6, 
or nearly 30% below the latter. This in the face of 
heavy impending steel demand and an astoundingly 
favorable operating rate during reconversion so far. 
The reason why this is so is not difficult to as- 
certain. Adjustment of prices and costs in the steel 
industry constitutes a major problem and unless it | 
solved constructively, 
losses on underpriced items, steel shares will con- 


production 
























Whether or not the percentage of differences be- 
tween recent prices and the tops of 1936-37 sug- 
gests that much discounting of corporate business 
prospects has already occurred is a matter of in- 
dividual judgment. In looking at 1937 peak prices, 
however, one thing should not be ignored. These 
prices discounted not so much 1937 business as such 
but continuation and further intensification of the 
1935-37 boom that unfortunately did not materialize 
but was cut short by the unexpected business de- 
cline that followed. Still and all, postwar business 
potentials bulk far larger than anything that reason- 
ably could have been expected back in 1937. 

From the standpoint of income, stocks at present 
prices—although on the whole close to the 1937 
highs—are proportionately still more attractive than 
they were then. Back in 1937, industrials offered a 
vield of only 3.22% (on an index basis) compared 
with 3.28% obtainable from investment quality 
bonds; and for railroad stocks for example only 
2.88% against 3.49% for similarly well rated rail 
bonds. Today the story is somewhat different. While 
stock yields have narrowed markedly, industrials 
still offer a yield of 3.75% or 1.24% more than best 
quality industrial bonds. 

If nevertheless there is at present doubt about the 
market’s ability to zoom through the old 1937 high, 
it is largely founded on the belief that the market 
may have been too optimistic in appraising the 
nearby business outlook. Everything considered, 
however, it would seem that potentials of capital 
goods shares have been discounted less courageously 
than those of consumer goods shares, for varying 
reasons. 

The laggardness of steels is a frequent subject of 
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Capital Goods Company Shares — 


Below 1937 Highs 


Agricultural Machinery: 
*Allis Chalmers 
Case, J. |. 
*Deere 
*International 
Building: 
Cement: 
Alpha Portland Cement 
*Lehigh Portland Cement 
Lone Star Cement 
Roofing: 
Celotex 
*Flintkote 
*Johns-Manville 
* Masonite 
U. S. Gypsum 
Electrical Equipment: 
General Electric 
*Westinghouse Electric 
Industrial Machinery: 
*Babcock & Wilcox 
Bullard 
*Caterpillar Tractor 
Cooper-Bessemer 
*Fairbanks Morse 
Ingersoll Rand 
*Link Belt 
Superheater 
Wayne Pump 
Office Equipment: 
Burroughs 
*Underwood Corp. 
Rail Equipment: 
*American Brake Shoe 
*American Locomotive 
American Steel Foundry 
General Railway Signal 
*Lima Locomotive 
*New York Air Brake 
*Pressed Steel Car 
Youngstown Steel Door 
Steels: 
*American Rolling Mill 
Bethlehem Steel 
Crucible Steel 
*Inland Steel 
Jones & Laughlin 
*National Steel 
Republic Steel 
Sharon Steel 
*U. S. Pipe & Foundry 
*U. S. Steel 
Wheeling Steel 
*Youngstown Sheet & Tube 
Metal Fabricating: 
*Anaconda Wire & Cable 
Mueller Brass 
Ohio Brass 


Scovill Manufacturing 


Harvester 


1937. Recent 
High Price 
83!/, 52 
47% 44Y/z 
4717/5 443, 
120 98'/, 
39%, 31, 
51'A 391, 
75\/ 66 
24\/, 20'/, 
46!/, 36!/, 
155 139%, 
74 591/, 
137 104'4 
47/2 46!/ 
1677%g(a) 35% 
52 46 
45'/, 34 
100 69/4 
35 25 
71% 613%, 
144 128 
63 55|/, 
61%, 28%, 
503, 42!/, 
35% 18 
100!/g 70%, 
803, 50!/, 
58%, 37 
734 397% 
65)/, 4 
83!/, 66/4 
98!/, 53'/ 
31% 22/2 
31V/g 259, 
45/4 27 
105, 93/4 
815, 48% 
131%, 100% 
126!/, 43'/, 
99/4 82'/, 
41%, 27", 
42! 23%, 
72/4 52'/, 
126!/, 79 
65 44 
101% 62 
97 53 
54 445g 
67 35 
55 44!/, 


*—Relatively most attractive. 


(a)—Prior to 4-for-I split. 


Per Common Share 


1944 


Net 
$4.77 
1.91 
2.86 
4.61 


def .12 
1.20 
2.17 


54 
1.38 
6.39 
1.69 
3.07 


1.76 
2.03 


4.36 
2.05 
4.07 
2.46 
4.75 
8.70 
4.31 
1.76 
2.60 


69 
3.07 


2.77 
4.58 
3.36 
2.50 
6.81 
3.36 
2.23 
1.15 


1.06 
9.93 
5.23 
6.28 
2.86 
4.87 
1.44 
1.97 
223 
4.09 
4.51 

4.25 


2.90 
3.92 
1.82 
2.00 













































1944 


EPT 
$20.59 
Not Avail. 
Not Avail. 

3.60 


Nil 
Nil 
Nil 


01 
2.58 
4.94 
3.15 

95 


2.05 
5.28 


13.32 
3.09 
8.03 
11.96 
21.41 
7.09 
19.41 
2.67 
Nil 


Nil 
4.29 


1.98 

13.91 

6.71 
Not Avail. 
Not Avail. 

5.90 

7.52 

Nil 


49 
30.42 
36.88 

7.10 
1.48 
4.66 
4.40 
4.43 

Nil 

Nil 
3.85 
3.49 


7.25 
8.62 
4.66 
11.87 






















tinue to lag behind the market. With satisfactory 
price adjustments, however, substantial appreciation 
potentials are indicated on basis of prospective busi- 
ness plus benefits from EPT repeal. Meanwhile they 
are well below the industrial average. 

Agricultural machinery, building materials, elec- 
trical equipment, industrial machinery and machine 
tools, office equipment and metal fabricating are 
other capital goods groups behind 1937 highs. The 
varying percentages by which they lag behind are 
indicated in the table which also shows just how 
far consumer goods groups, on the other hand, have 
forged beyond. Market progress of some of these, 
such as household furnishings, radios, food chains, 
textiles and tire & rubber goods is truly impressive. 
More bluntly speaking, one might call them “over- 
bulled.” However, it might be premature to pass 
final judgment until the actual effect of EPT repeal 
and other pertinent factors can be more clearly 
appraised. 


Enhancement Potentials 


On the whole, enhancement potentials for con- 
sumer goods equities appear narrowed—at least on 
basis of sober analysis—by the gains already made 
and the difficulty to gauge with any degree of con- 
fidence the remaining margin of appreciation possi- 
bilities. This of course in its broadest sense; no 
doubt exceptions will be found when examining in- 
dividual situations. 

Since for various reasons, postwar prospects in 
capital goods industries are less well defined — or 
shall we say definable—most shares of such com- 
panies have been more conservative in their attempt 
to discount them. After all, there is little evidence 
of an impending wild spending spree on the part of 
industry, nor of any overbuilding of new productive 
facilities. While numerous expansion plans exist, 
these are usually blueprinted on basis of assured or 
conservative expectations rather than highly specu- 
lative “venturing.” In other words, industry is not 
“shooting the works”; it prefers to await more re- 
liable indications of what kind and size of a postwar 
boom we shall have, and what capital needs will be. 
If they turn out to be heavy, capital goods shares 
will quickly reflect it. 

Moreover, the war has been responsible for very 
considerable expansion in productive facilities and 
the question how these shall or may be used—or not 
used—in the postwar is far from answered. This is 
something that has been bothering certain sectors 
of the machine tool industry and the machinery in- 
dustry as a whole, as well as the metal fabricating 
field where there is considerable overexpansion. The 
office equipment field, too, has a surplus problem 
though its impact is now believed to be far less 
than formerly thought probable. 

Not surpluses but sizable shortages exist when 
it comes to farm machinery, and the demand out- 
look promises at least two to three years of good 
and profitable business. Yet the shares of leading 
manufacturers are still below their 1937 highs, 
some fairly substantially so—others by a relatively 
narrow margin. Perhaps the main reason is the com- 
petitive outlook. A good many new factors have ap- 
peared in this field and while probably all makers 
of such machinery will do well for some time, their 


252 


volume and earnings potentials—due to competitive 
influences—may not be fully as glowing as currently 
anticipated. In the past, the larger companies have 
been obtaining and holding the lion’s share of avail- 
able business but some smaller concerns may offer 
stiffer competition in the future. 

In the building materials field, the process of dis- 
counting the postwar building boom has undoubtedly 
been hampered by the prospect that active building 
operations may not get under way until a year or 
two from now; thus boom period earnings are far- 
ther off. Also, with building costs excessively high, 
the intensity of the boom appears a matter of specu- 
lation at least until prices and costs are in better 
balance. For the moment, materials shortages and 
price uncertainties are a handicap even to early re- 
vival of building activity. 

If longer range expectations are realized, however, 
building materials share should hold considerable 
speculative attraction. It must be pointed out, of 
course, that with prewar building activity relatively 
modest, 1937 results, and by the same token 1937 
prices, may be far from a valid measure of postwar 
potentialities in this field. New records may be es- 
tablished both as to volume, earnings and share 
prices, despite indicated keen competition among 
leading manufacturers. 


Long Term Trend 


Few thoughtful market analysts have any serious 
doubts about the favorable long-term trend of cor- 
porate earnings once the present uncertain interim 
period is over, but beyond this, some are wondering 
whether the market has discounted too much, too 
soon, in arriving at current guesses of future earn- 
ings. Only time, of course, will tell, but if any over- 
discounting has been done, it will most likely be 
found in the consumer goods group rather than in 
the capital goods sector—with the usual exceptions 
to prove the rule. Steels, for instance, can hardly be 
regarded overvalued and if the price-cost problem 
can be properly adjusted, further appreciation po- 
tentials are obvious in an era of active business. 
Similarly, other capital goods equities are not with- 
out opportunities for further and perhaps substan- 
tial price enhancement once the outlook becomes 
clearer. 

Attached is a list of companies in the various 
capital goods fields, showing the distance of their 
current share prices from 1937 highs, together with 
1944 net per share and EPT payments per share in 
that year. The latter is a not insignificant guide to 
earnings potentials over the next few years even 
should volume be sharply lower. Companies which 
on further analysis appear relatively most attrac- 
tive from the standpoint of future price enhance- 
ment are markea with an asterisk. The selection, 
of course, is made from the viewpoint of longer 
range possibilities rather than of immediate market 
potentials. 

Basically, probably the biggest handicap that 
capital goods shares face in discounting postwar po- 
tentials is their identification as “war stocks,” that 
is stocks of companies that were heavily engaged 
in war work and presumably subject to drastic re- 
adjustments in volume of business in the postwar. 
The latter is no doubt true (Please turn to page 296) 
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By H. M. TREMAINE 


 domypaie CONCLUSION of the Anglo-American 
oil agreement, still to be ratified by the Senate, 
is expected to prove a helpful factor not only in 
stabilizing the world oil picture but in assisting the 
American oil industry’s quest for petroleum reserves 
‘in foreign lands. The postwar years will see an in- 
'tensified search for foreign oil reserves and this 
‘search may well become one of the most competi- 
tive commercial struggles in history with the prob- 
ability that American policy in global oil affairs will 
become increasingly vigorous. 

Back of this quest for oil is not only the desire 
to assure ourselves a plentiful reserve supply of 
petroleum for national defense and a prosperous do- 
mestic economy but to retain our standing as one 
of the world’s leading powers. Oil means power, as 
the war has amply demonstrated; without an ade- 
quate and assured oil supply, our world standing— 
both politically and commercially—were bound to 
suffer in direct ratio to any future dependence on 
other nations for this precious source of energy. 

The war during much of which the United States 
was obliged to bear the brunt of the burden of fuel- 
ing the allied fighting machine, has made considera- 
ble inroads into our domestic oil resources and while 
these to a large extent have been replenished by 
new discoveries, they have nevertheless been re- 
duced to just that extent. Hence the need for con- 
servation is by no means academic. Not that we 
are likely to run out of oil in the foreseeable future. 
To the contrary; the chances are that domestic re- 
sources as yet undiscovered are far greater than 
many think. But it is desirable that exploitation of 
available home resources proceed on a more conser- 
vative basis than heretofore, that we retain as much 
as possible as an emergency pool for the future, 
that we avoid overproduction and wasteful market- 
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World Oil Picture Today 


ing practices by bringing world demand and world 
supply into reasonable balance. 

Primary objective of the Anglo-American oil pact 
is to assure orderly production and distribution of 
the world’s petroleum through the cooperation of the 
two countries whose nationals control about 90% 
of the world’s oil outside of Russia. The agreement 
is voluntary as to enforcement of policies and doesn’t 
interfere in any way with domestic operations 
within the two countries. It provides for multilateral 
agreements with other producing and consuming 
nations at a later date, including the eventual for- 
mation of an International Petroleum Council. Mean- 
while the present agreement is to be implemented 
through a six-man commission to advise on all mat- 
ters relating to the international petroleum trade. 

In view of the wholly voluntary character of the 
agreement, it would of course be premature to con- 
clude that all intra-industry conflicts on the inter- 
national plane have now been ironed out. Far from 
it! But a start in that direction has been made and 
American oil interests apparently have won an im- 
proved working agreement in the rivalry-ridden 
Middle East. The real test, however, will come when 
competition for jointly held markets resumes and 
when Russia, particularly, must be dealt into the 
international pool. 

In anticipation of this test, the American oil in- 
dustry keeps stressing the urgent need for a clear- 
cut and vigorous national oil policy to assist it in 
securing its share of the world’s oil resources. More 
particularly, to the oil industry, this means strong 
governmental supnvort for its plans for foreign ex- 
pansion. Specifically, the industry wishes the same 
freedom of action as its foreign competitors enjoy, 
that is freedom to operate abroad in accordance with 
the laws and customs of foreign countries revard- 
less of their merits and of any possible deviations 
from established home policy such as in anti-trust 
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matters. Some day, we may need assured foreign 
oil supplies to meet domestic requirements and, the 
industry feels, this contingency should be prepared 
for effectively. That day of course is not yet and 
may be many years off; but the desirability of pre- 
cautionary planning remains and such planning 
should proceed in an environment of realism rather 
than economic dogmatism. 

Except for domestic holdings, the Anglo-Ameri- 
can oil pact will affect the petroleum industry in 
most of the world’s producing areas since American 
and British nationals own the bulk of the world’s 
oil reserves. Such proven reserves outside of the 
United States are estimated at 31.4 billion bbl. 
American companies and affiliates control thereof 
about 10.2 billion bbl. or 32.6%. American control 
is exercised over 39.7% of the foreign reserves, if 
we exclude the estimate of 5.66 billion bbl. credited 
to Soviet Russia. The American position is partic- 
ularly strong, of course, in the Western Hemisphere 
where U. S. companies and affiliates control 62.8% 
of the proven reserves. 


Apparently minor American participation in re- 
serves of the Middle East which is only 30.3% on 
a basis of definitely proven fields is substantially 
higher if probable and indicated producing struc- 
tures are included. Improved standing in American 
ownership of indicated foreign reserves is particu- 
larly apparent in that zone where current conserva- 
tive estimates seem to be obviously low. 

American companies are strongly entrenched in 
the Caribbean area where they control some 72% 
of estimated total proven reserves of 6.3 billion bbl., 
or some 4.5 billion bbl. The bulk thereof is located 
in Venezuela where recent additions may justify 
substantial upward revision of estimated reserves. 

In the Far East, Americans own about 45% and 
British-Dutch interests some 55% of proven re- 
serves which are estimated around 1.17 billion bbl. 

Altogether, only a comparatively small amount of 
oil produced in the U. S. A. will be subject to the 
provision of the Anglo-American oil pact, since the 






















peacetime movement of domestic petroleum in in-) 


ternational trade was but 5% of output. In the post-/ E 
war, the figure may further shrink. 

The hope now is for a more vigorous national oil 
policy, fostering American interests abroad. Political) 
risks, foreign exchange problems and discrimina-) 
tion in exploration and development are enumerated | 
as obstacles which a firm American oil policy could) 
help overcome. Already the State Department has? 
been giving valuable aid in supporting negotiations | 
of American companies abroad. Appointment last) 
year of petroleum attaches to several embassies in| 
important oil producing countries is indicative of/ 
heightened official interest in world oil affairs. A 
plea for fuller recognition of a national interest in| 
petroleum was recently voiced by Secretary Ickes,) 
to the effect that Government and the petroleum) 
industry need to make certain that this nation will/ 
always have access, at home or abroad, to all the oil} 
it may ever require. He explained that the Anglo- 
American agreement is designed to assure that there} 
will be no more “hobbling’” of American nationals 
in foreign operations. 


Objectives of Oil Policy 


Three broad objectives were proposed by Mr. 
Ickes as a nucleus for a national oil policy. He sug- 
gested (1) that we do all we can to stimulate the 

exploration for oil in the 





(Figures in thousands of barrels) 
(000 omitted) 





Areas Total Reserves 
North America, excluding United States 832,386 
Caribbean area 6,314,100 
Other South American 441,982 
Total Western Hemisphere, excluding United States. 7,588,468 
Europe, excluding U.S.S.R. 508,963 
Near and Middle East 16,500,000 
Other Eastern Hemisphere 1,172,493 
Total Eastern Hemisphere, excluding U.S.S.R. 18,181,456 
Total foreign, excluding U.S.S.R. 25,769,924 
Soviet Russia 5,661,598 
Total foreign 31,431,522 





Source: The Oil and Gas Journal 


Estimated Proven Crude Oil Reserves 














U. S. A.; (2) that we use 

efficiently and with a mini- 

mum of waste the oil that 

we may have at home so 

American Controlled that it may last as long as 

oer Waase. «| Possible; (3) that we as- 

4,535,288 1.8 sure ourselves of access to 

106,912 24.2 foreign oil resources so that 

—_—— they may supplement our 

4,761,871 62.8 domestic supplies when and 

138,049 27.1 ; 

4,998,264 30.3 - if needed. | ; 

335,284 28.6 Meanwhile American in- 

——— terests are aggressively 

5,471,597 30.1 tackling expansion of their 

10,233,468 39.7 interests abroad with the 

accent on the highly prom- 

sideline ising Middle East area. 

10,233,468 32.6 Britain now has formally 

approved the plan for a 

26 inch pipe line which 
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Arabian American Oil Co. (jointly owned by Stand- 
ard Oil of California and The Texas Company) will 
build from its holdings in Saudi Arabia to the Medi- 
terranean port of Haifa. Through this pipe line, 
Arabian expects to bring out some 200,000 bbl. a 
day, most of it to serve the European market. This 
is a heavy volume (actually the pipe line could ac- 
commodate as much as 300,000 bbl. daily) and ap- 
pearance of so much oil on the international mar- 
kets highlights the urgency of achieving the Anglo- 
American Petroleum agreement’s objective of “or- 
sad development of the international petroleum 
trade.” 


Saudi Arabian Expansion 


Saudi Arabian operations are rapidly reaching ma- 
jor proportions. It was less than a decade ago that 
California Arabian Standard Oil Co., subsidiary of 
Standard Oil of California, brought in its first dis- 
covery well there. A few years ago, the Army-Navy 
Petroleum Board authorized rapid expansion of ac- 
tivities in this area (which includes the neighboring 
and well-known island of Bahrein) in order to secure 
needed petroleum products for prosecution of the 
war. As a result, Arabian American Oil Co. which 
meanwhile succeeded the California Arabian Stand- 
ard Oil Co., some time ago started running crude oil 
in volume to supply a 50,000 bbl. refinery. The com- 
pany’s fields are now productive enough to supply 
not only sufficient crude to operate this refinery at 
capacity but also 45,000 bbl. daily, via marine pipe 
line, to the recently enlarged refinery of the Bahrein 
Petroleum Co. on Bahrein Island. Additionally, the 
company will supply offshore shipments of crude 
to outside buyers; such a contract was recently en- 
tered into with French refining interests. 

The aforementioned projected pipe line to Haifa, 
Palestine, will be built with an eye on further out- 
put expansion over the next few years. Without 


' question, the Middle East petroleum reserves, proven 


and indicated, support a huge expansion program 
by all interests established there. Small wonder, 
then, that the area has become the number one prob- 
lem in international oil affairs, with institution of 
numerous plans for much increased drilling and pro- 
ducing activity. 

Conservative estimates place reserves of the area, 
(including Iran, Iraq, Kuweit, Saudi Arabia and 
Bahrein Island) at 16.5 billion bbl. Intermediate 
calculations fix the total of proven and definitely 
indicated reserves at 26 billion bbl. More liberal es- 
timators contend that a projection of as high as 
100 billion bbl. may be justified. Thus plans, many 
of which at various stages of progress, are predi- 
cated on an eventual Middle East producing econ- 
omv of a million bbl. daily as soon as transportation 
facilities can be provided and markets developed in 
Europe and Asia. 

The nucleus for a stiff competitive battle is well 
established. Arabian American Oil Co. now controls 
in Saudi Arabia about two billion bbl. of proven re- 
serves and unexplored acreage equal to one-fifth of 
the size of the U. S. Its development program, apart 
from the projects already mentioned, includes con- 
struction of a new refinery with 50,000 bbl. daily 
capacity at Ras Tanura, a Persian Gulf shipping 
port. 

Enlargement of the Bahrein Petroleum Co.’s 
island refinery to a capacity of 58,000 bbl. daily and 
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connection of Saudi Arabian oil fields via a sub- 
terranean pipe line to the Bahrein plant will increase 
the outlet for Arabian American’s production to 
about 80,000 bbl. a day. With completion of the 
Haifa pipe line and possible construction of another 
refinery there, Saudi Arabian oil should begin to 
flow in real volume. 

No one will like this better than famed King Ibn 
Saud who has kept in close touch with oil develop- 
ments in his country and has given governmental 
assistance in the establishment of satisfactory oper- 
ating conditions. He has good reason to welcome the 
rapid progress made by Arabian American Oil Co. 
The king receives a royalty of 21 cents per bbl. pro- 
duced under the agreement by which he gave the 
company exclusive oil rights in his domain. 

But there are other contestants for the interna- 
tional petroleum market. Competitive interests in 
the Middle East zone are composed chiefly of Brit- 
ish companies or British-American combinations 
which are considering quite ambitious programs of 
postwar operations. Anglo-Iranian is one of the lead- 
ing contenders for the world’s petroleum markets. 
Standard Oil Co. of New Jersey through a subsidi- 
ary is building a $100 million pipe line from the 
Iraq oil field to the Mediterranean and contemplates 
another of equal size and cost later. 

tussia’s future oil policies remain somewhat of 
an enigma but already it is said that oil imperialism 
is inspiring the Russian “grab” for northern Iran. 
This land holds some of the great Persian petroleum 
fields, though relatively undeveloped compared with 
the Southern area. Russia in 1944 attempted to ob- 
tain concessions there, on terms unacceptable to the 
Iranian Government. Apparently, different methods 
are now being employed to get this valuable area 
into the Soviet fold. 

Elsewhere, and outside of the Middle Eastern 
petroleum zone, the Anglo-American oil pact may 
not be without highly important implications. In 
fact it is thought that the (Please turn to page 291) 
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Happening tn Washington 
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BY E. K. T. 


REMEMBER PEARL HARBOR appears to be the 
planned 1948 political slogan of the republican party, 
at least the congressional bloc, but opinion here is 
that the GOP is “overdoing it,” becoming too ob- 
vious. The democrats aren’t worried. Except for 
spotty replies, made for the purpose of the record, 
the leadership in both branches of congress favors 
giving the republicans all the rope they’ll take. 
Attacks on Roosevelt, Hull, Marshall and others will 
backfire, their party members are confident. Any- 
way, they expect economic and not historical consid- 





WASHINGTON SEES: 


The labor-management conference, ineffectual 
as it has been to date, is the only thing stand- 
ing between congress and a broad program of 
anti-strike legislation framed more in demand for 
punishment than in the hope of deterring labor 
abuses. 

Especially in the house, the cry for rigid restric- 
tions has the Administration leadership worried. 
Union disregard for contract provisions was 
brought home sharply when Washington bus and 
street car operators, for the second time in two 
weeks, stepped out of their vehicles and, in the 
words of President Truman, “struck a blow at the 
roots of government.” The ODT restored travel 
under a White House seizure order but the inci- 
dents served only further to inflame members of 
congress. The tram and bus strikes removed walk- 
outs from the realm of the abstract; for the first 
time the lawmakers were personally inconven- 
ienced. And they boiled. The strikes had been 
called in violation of an arbitration provision 
which has several months to run. 

Most vociferous in demanding punitive laws 
are southern democratic members. They have not 
been amenable in the past to suggestions that 
they subordinate their personal viewpoints to the 
best interests of their party and the Administra- 
tion. Their bills have been drafted and they 
want action, now. Whether they can be pre- 
vailed upon to await the decisions of the labor- 
management conference time alone can tell. 








erations to count most heavily in the national ballot- 
ing three years hence. 

SIDE STEPPING of the real issues has reduced the 
labor-management conference to a talkfest. “Areas 
of agreement” announced by Secretary George W. 
Taylor brought smiles to the Capital press. They 
included: desirability of reducing contracts to writ- 
ing—which they always have done, anyway; wisdom 
of clearly stating terms and provisions, which 
hardly is revolutionary in the science of drafting; 
acceptance of the principle that real collective bar- 
gaining is helpful to the solution of labor disputes,} 
which might be re-phrased to say neither side fa- 
vors violation of federal statute. Among the many 
issues on which no agreement was in sight was ways 
and means of disciplining wildcat strikers, recalci- 
trant employers. 

COMMERCIAL EXPERTS in Washington, govern- 
mental and private, foresee a long and tortuous road 
ahead before normal international trade is restored. 
It’s rising slowly but still is far from the 10 billion 
dollar annual level which responsible economists say 
is necessary to insure this country’s prosperity. 
Log-jams which must be cleared are: revision of 
export and import controls now maintained by all 
important commercial nations; restoration of dollar 
exchange abroad; reconstitution of existing abnor- 
mal exchange rates abroad. 

IMPORTANT aid to marketing will be provided by 
Bureau of Census if congress approves plans sub- 
mitted, major feature of which will be a census of 
business and industry each five years instead of 
decennially. Added to data now collected would be, 
in cases of cities of 100,000 or more population, 
yearly samplings of population shifts, housing, em- 
ployment, occupation and industry. Comprehensive 
reports are planned on how many people live in a 
particular area, what their characteristics and needs 
are. 

WARNING that should there be a steel or coal 
strike, industry would be confronted with shortages 
far more acute than any experienced during the 
war, John Small CPA Administrator hinted the 
possibility of reimposing many controls now lifted 
to assure adequate supplies of materials to essential 
industries. 
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Dangerous device for controlling inflation within a 
Single industry--a capital gains tax applicable only to specific 
lines--has been suggested by Marriner Eccles, Federal Reserve 

Board chairman but will be rejected by Congress. 




































Eccles wanted the levy placed on real estate transac- 
tions. White House first viewed it with some favor, later saw 
legal obstacles, has cooled on the idea. The single industry 

notion didn't register at all with experts in Congress. Little 
will be heard from it in the future. 










































Senate committee studying atomic energy will "back into" 
the subject, rather than meet it head-on, or complicate it more 
by considering it in the light of a dozen legislative proposals 
advanced by pseudo scientists who abound on Capitol Hill. 


























First witnesses will testify on "basic domestic and 
international problems raised by the development of atomic energy"--and they'll all 
| ballot- be qualified experts, scientists acknowledged in the field, technicians. Later, 
industry, business and government will have their say. Executive sessions will be 
ced the numerous; the public will be kept pretty much in the dark. 































































































































ew President Iruman has decided to tell Congress the whole story on British 

3. They credits. That's because rough sledding is promised on what some Congress members 

te call "political loans," and the President hopes to smooth the path. 

which Aside from the political considerations, some members fear the impact of 

i oa some 20 billion dollars of credit to Great Britain, Russia, China, and others, if 

sputes,} spent too rapidly for commodities in this country and thereby added to the already 

side fa-) enormous backlog from the war. They see inflation, despite attempted government 

2 many controls. 

iS Ways 

recalci- some expectation is found here that conditions which the legislators will 
attach to credit approval may cause the British to reject the tender. Polls show 

geo the general public unwilling to support the financial arrangements. 

us roa 

stored. Failure to grant credits promptly, White House is warning, may well scuttle 

Bae the Bretton Woods plan and the international bank which must be indorsed by a major- 

perity. ity of the signatory nations by the end of the year. Alternative proposal discussed 


sion of in influential circles is grant of credits in exchange for strategic and critical 














by all materials, mostly copper, tin and manganese, which would be stockpiled. 
' dollar 
abnor- Industry-labor organizations to solve local housing problems in areas where 








that situation exists, is being projected by National Housing Administration. This 
ded by time, industry won't be expected to foot the bill; NHA will ask Congress to appro- 







































































lige priate funds to engage staffs and quarters if the idea catches on. 

<i Conferences will be proposed to create setups for local surveys on housing 

ulation, Supply and demand; development of information on home values as an advisory service 

ig, em- to home seekers, even to extent to offering appraisal services to all who want then. 

ive 

“—— Determination of material supply bottlenecks would-be an important feature, 

| needs information being forwarded to the federal agencies with suggestions on how to un- 
freeze the commodities. 

r coal 

rtages Not difficult to fathom is the purpose behind organized labor's stout sup- 

ig the port of President Truman's recommendation that members of Congress, other top offi- 

y Mie cials be given 100 per cent increase in salary with subordinates gaining a 20 per 

sential cent boost. Public and private pay are closely tied in and the unions are working 
overtime to make Uncle Sam the "model employer" in the truest sense of the term. 
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Not only wages but also retirement systems are encompassed by the Presiden- 
tial program. It doesn't take into account the budget position, sidesteps the ques- 
tion whether "balance" still is a goal. If reported out and enacted into law, the 
added cost to the taxpayers will range between 500 millions and 1 billion dollars. 

















Hardly to be cataloged as news is the fact that organized labor which has an 








antipathy to big business, is itself big business, but the size of its financial 
operations may come as a surprise to some. Treasury figures reveal the 1943 gross 
income of the unions was 390 million dollars. And it was all "take home pay" for 
the labor treasuries, so far as federal taxes are concerned. It is exempt from 
those levies. 




















Disclosure of the "take" came in response to a mandate from Congress, aimed 
primarily at obtaining a financial accounting. It was addressed to all tax-exempt 
groups except religious, educational, and charitable organizations. It will serve 
to give Congress information enabling it to decide whether existing tax-exemption 
privileges are too liberal. 




















Largest income in the tax-exempt group was reported by farmers' marketing 
and purchasing cooperatives--2.28 billion dollars. That type of enterprise is the 
special target of the National Tax Equality Association, which asserts cooperatives 
are buying out taxpaying competitors, establishing factories, stores, etc., in addi- 
tion to carrying on buying and selling for the farmers. 




















The Association has asked, will have, opportunity to show Congress that many 
businesses have been transformed into cooperatives only for the purpose of avoiding 
federal taxes. Congress will make a thorough study of the subject when the next 
Revenue Act revision is attempted. But the combination of votes of labor and those 
of the farm bloc stands as an insuperable barrier to real action, although some 
token amendments are in sight. 






































not expected to be a serious deterrent to construction, Department of Commerce 
learns in a survey. The government agency sees in the increased market for mate- 
rials, in 1946, incentive to producers take advantage of the dull winter construc- 
tion season to restock their shelves in orier to allow free flow of materials for 
the spring construction. 























In most cases, say the experts, denand for the first quarter of 1946 will be 
only slightly higher than the current quarter. But the second and third quarters, 
it is predicted, will see a sharp upturn as anticipated building activity gets under 
way. 

















Producers of electrical appliances and radio will be able to "pick and 
choose" among willing distributors if war veterans follow up their inquiries and set 
up in the business they appear to prefer. Currently these lines top all others men- 
tioned in requests for information received by the U.S. Veterans Administration. 


























Other types of business in which considerable interest is shown include res- 
taurants, filling stations, grocery stores, dry cleaning establishments, building 
contracting and foreign trade. VA counselors are expected to dampen the enthusiasm 
of scores of would-be business operators where lack of backing or experience is 
manifest. 











Despite furor over handling of OPA, Congress has been convinced the system 
must remain in use and the problems solved within the framework of the present setup. 
Chester Bowles made no friends on the automobile pricing issue, and Congressmen 
realize production is being strangled, but they aren't ready to pitch the system out. 
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No industrial nation could long survive without ample coal reserves, but Evie RI 
on that score the United States would appear to have little cause for worry. 


POSTWAR OUTLOOK 


... for our Natural Resource Industries 


By JOHN C. CRESSWILL 


i bees DECISIVE WEIGHT of American power 
which contributed so mightily to the winning of 
the war was in no small measure due to our huge 
and accessible natural resources of coal, iron, petro- 
leum and non-ferrous metals. With these essential 
sinews of war readily at hand, we created the great- 
est armada of ships, aircraft and guns in the world. 
But in doing this we depleted our reserves of these 
valuable resources at a rate greater than at any 
time in our history. So great in fact were the quan- 
tities of coal, oil, iron ore etc., which went into the 
creation and maintenance of our own and our allies’ 
war machine that recently there has been considera- 
ble apprehension expressed in various quarters over 
the shortened life of these irreplaceable resources. 

Important as was the role played by our mineral 
resources in winning the war, they are fully as vital 
in maintaining the position of the United States as 
the world’s leading industrial nation, and in sup- 
porting the highest standard of living in the world 
today. If our mineral resources are in imminent dan- 
ger of exhaustion, the matter of their conservation 
and replacement becomes the Number I economic 
problem. 

The most pessimistic appraisal of the situation 
yet to be made was embodied in an article written 
by Secretary of Interior Ickes, appearing in the cur- 
rent issue of American Magazine. It is Mr. Ickes’ 
contention that the war has “bankrupted some of 
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our most vital mineral resources” to the point where 
the United States is no longer a “have” nation, but 
a “have not” nation. Actually, the situation is prob- 
ably not that serious, but in sounding the tocsin, 
Secretary Ickes has performed a genuine public serv- 
ice by focusing national attention on the extent to 
which we have used up these resources, and the need 
for positive long range action in replacing or con- 
serving them. 

The U. S. Bureau of Mines, although more moder- 
ate in its views, has stressed the heavy rate of ex- 
haustion of our mineral resources and emphasized 
the need of promulgating conservation plans as a 
definite part of our national policy in the future. 

Taking an inventory of our natural resources, par- 
ticularly minerals, is an undertaking of considerable 
magnitude, as well as one which must admit of a 
considerable margin of error. The best scientific es- 
timates may vary widely in their conclusions. In 
1918 the U. S. Geological Survey, a highly regarded 
Government bureau, estimated crude oil reserves in 
the United States at 6,500,000,000 barrels. Since 
that time the domestic petroleum industry has pro- 
duced more than 25 billion barrels of crude and has 
now proven reserves of 20 billion barrels, or a total 
of more than seven times the 1918 estimates. 

Secretary Ickes is authority for the statement 
that a total of 5 billion tons of minerals were mined 
in the United States between January 1, 1940 and 
January 1, 1945. Included in his figures were 3,061,- 
060,000 tons of coal; 516,158,500 tons of iron ore; 
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2,278,000 tons of lead; 3,642,000 tons of zinc; and 
5,000,000 tons of copper. A billion tons of petroleum, 
equal to 7,325,000,000 barrels were drawn from the 
ground. 

The Secretary goes on to point out that as a re- 
sult of wartime mining, the supplies of only nine 
minerals are sufficient to last the nation a hundred 
years, or longer, based on the 1935-39 production. 
These are nitrogen, magnesium, salt, bituminous 
coal and lignite, phosphate rock, molybdenum, an- 
thracite, potash and iron ore. There are twenty-one 
minerals, according to the Secretary, with known 
commercial supplies equal to less than requirements 
for 35 years. Among these he includes petroleum, 
copper, lead, and zinc, along with sulphur, natural 
gas, gold, silver, bauxite, vanadium, antimony, tung- 
sten platinum, asbestos, manganese and chromite. 
In his list also was nickel and tin. Why these latter 
metals were included in view of the fact that we 
have always imported the great bulk of tin and 
nickel requirements, is hard to say. 

The Secretary does not say on what his estimates 
are based but presumably he has access to authori- 
tative data. The fact remains, however, that it is 
impossible to ascertain accurately the extent of any 
mineral reserve still in the ground. In the past, 
prospecting has unearthed new deposits and there 
have been instances when old ones, seemingly on 
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Our iron ore reserves are 
equal to 111 years’ supply, 
not including sub-marginal ores. 





the verge of exhaustion, were extended well beyond 
their earlier life expectancy. 

New discoveries and advances in the science of 
metallurgy have made it commercially profitable to 
exploit low-grade ores and former mining difficul- 
ties have been overcome to make many deposits 
more readily accessible. In the past, also, when short 
supplies have threatened, higher prices have en- 
couraged exploration programs and the use of sub- 
stitutes. During the war it was found, for example, 
that steel could effectively replace brass in the 
manufacture of shell casings at a considerable sav- 
ing of copper and zinc. Another possible means of 
extending reserves is the more efficient gathering 
and use of scrap metals. 

So far as future reserves of any particular metal 
or extractive product is concerned, their extent 
must remain largely in the realm of conjecture. This 
is not to minimize, or overlook, the fact that the 
war put a sizeable dent in the reserves of many of 
our vital metals, but whether this constitutes an 
imminent threat to our national economy one might 
reasonably doubt. 

Regardless, however, of the present magnitude 
of reserves, the great war depletion to which they 
were subjected is sufficient reason for taking steps 
to replace these losses and to conserve those re- 
sources which are known to exist. 

The owners of those properties which were oper- 
ated at peak capacities during the war years are 
doubtless well aware of the situation and realize 
that the burden of taking positive action to extend 
the life of the properties is squarely up to them, 
however secure they may now feel with respect to 
their own particular situation. But in the interest of 
national security and welfare, the Government 
should augment private efforts with co-ordinated 
plans of its own. 


What Government Can Do 


There are several ways in which the Government 
could lend an able hand. President Truman has rec- 
ommended to Congress that funds be appropriated 
for the creation of a Government Research Bureau. 
Such a bureau could find no more important field 
toward which to direct its efforts than mines and 
minerals, aiding in the development of improved 
methods of discovery, extraction and treatment. 
Stockpiling of essential metals is as much a func- 
tion of the Government as a measure of defense and 
security as the maintenance of the Army and Navy. 
The Army and Navy Munitions Board has urged 
that the United States begin at once to stockpile es- 
sential minerals in which shortages are threatened, 
pointing out that depletion has occurred at an 
“alarming” rate—57 per cent greater than in 1918 
and 23 per cent greater than in 1929. President Tru- 
man has concurred and the enabling legislation is 
before both the House and Senate. 

In some Washington quarters it is being urged 
that loans to foreign governments for rehabilitation 


Mining bituminous coal—a 
strategic natural resource and a virtually 
unlimited source of power 
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make provision for the United States to acquire 
needed metals in these countries. Secretary Ickes 
proposes that, with our Allies, we have access to 
minerals in the nations recently conquered. 

As a matter of fact, the Government already has 
a huge stockpile of strategic metals held by the 
Metals Reserve Corporation. But the Surplus Prop- 
erty Law specifically provides that all accumulations 
of surplus materials shall be sold after January 3 
next, “unless Congress provides otherwise by law.” 
Meanwhile, and until some decision is made as to the 
disposition of these metals, producers, particularly 
in the non-ferrous group, are apprehensive as to the 
possible market consequences should stockpiled 
metals be offered for sale. 

Of the essential minerals, our greatest proven re- 
serves are concentrated in coal, iron ore, and petro- 
leum. Of these, the supply of coal is far and away 
the largest. 

Known deposits of bituminous coal and lignite 
total 3200 billion tons. According to the Bureau of 
Mines, this supply will last 4,300 years, at the pre- 
war rate of consumption. 
During the war, three bil- 
lion tons of soft coal were 
mined. So far as anthracite 
coal is concerned, known 
supplies are much smaller 
but are rated sufficient for 
195 years. No industrial na- 
tion could long’ survive 
without ample coal _re- 
serves, but on that score 
the United States would 
appear to have little cause 
for worry. 

Secretary Ickes, however, 
decries the use of high- 
grade coking coals for the 
purpose of generating 
steam in power plants. He 
contends that reserves of 
this type of coal are dan- 
gerously low, even to the 
point where the steel industry may be compelled to 
devise new and possibly more expensive ways of 
making steel within a comparatively few years. Con- 
servation of coking coal might be achieved by di- 
verting lower grade coal to power plants, where it 
can be used without any considerable loss of 
efficiency. 


The Bureau of Mines places iron ore reserves at 
5,200,000,000 tons, equivalent to 111 years’ supply. 
In addition there are submarginal supplies estimated 
to be sufficient for 200 years, but these are more 
expensive to mine and would add to the cost of steel 
manufacture. One of the nation’s most prolific 
sources of iron ore, the Mesabi Range, however, has 
been depleted to the point where reserves have been 
reduced to less than 17 years’ requirements. A sub- 
sidiary of United States Steel conducts substantially 
all of the mining operations in the Mesabi Range, 
but the company has wisely provided itself with 
reserve sources of supply sufficient to meet its es- 
timated needs for 35 years. In addition the com- 
pany also has under control extensive tracts of un- 
developed mineral lands known to contain large 
quantities of iron ore. 
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If it is found necessary, or more expedient to do 
so, our supplies of iron: ore could be augmented by 
purchases from South America—Brazil, Venezuela, 
and Chile. Brazil, particularly, has been making a 
strong bid for a place among the leading suppliers 
of iron ore. New and more efficient equipment has 
been placed in operation and exports this year have 
nearly doubled. Brazilian ore is of a grade equal to 
the high grade Swedish ores. 

Of our natural resources, oil probably affords the 
widest range of disagreement as to the extent of 
reserves. The Bureau of Mines frankly admits that 
any forecast of reserves “taxes the ability of the 
most ambitious crystal gazers.”’ The American Petro- 
leum Institute places known reserves at 20 billion 
barrels, which at the rate of 1944 production would 
be sufficient for only fifteen or twenty years’ needs. 
The industry itself, through leading officials, has 
repeatedly expressed its confidence in its ability to 
supply all of the nation’s needs for many years to 
come. To do this the industry is not counting solely 
on underground reserves and has expressed the be- 
lief that somewhat higher 
prices and increased im- 
ports from foreign sources 
should be encouraged in the 
interest of conserving do- 
mestic supplies. Synthetic 
oil and gasoline derived 
from natural gas employing 
much the same technique 
used by Germany during 
the war may prove an im- 
portant source in the fu- 
ture. The industry is pro- 
ceeding with the develop- 
ment of a process for con- 
verting sub-bituminous coal 
and lignites into good qual- 
ity gasoline and diesel fuel 
and. further technological 
research is one of the out- 
standing features of oil in- 
dustry activity. Still other 
possibilities for the longer range future are oil from 
oil shale, of which large deposits are to be found in 
Western states, and oil from tar sands of which 
there are tremendous deposits in Canada. 

The United States is the largest producer of cop- 
per in the world but its dominance has been greatly 
reduced in recent years by important discoveries 
of low-cost, high grade copper in Canada and South 
Africa. The significance of these discoveries is at- 
tested by the fact that domestic producers felt the 
need of protection against foreign imports and per- 
suaded Congress to impose a 4-cent tariff. Mean- 
while there have been no new domestic discoveries of 
major importance in the past decade and the indus- 
try has tended to become concentrated in the hands 
of the three leading producers—Anaconda, Kennecott, 
and Phelps Dodge. Properties of these companies lo- 
cated in the United States have an estimated life of 
better than 25 years, and both Anaconda and Kenne- 
cott have large properties in South America. 

There is no metal for::which.there is not a sub- 
stitute, a condition which, has..a tempering effect 
upon prices. Large wartime accumulations of non- 
ferrous metal scrap will (Please turn to page 292) 


Cushing 
United States is world’s largest producer of 
copper, but low-cost reserves are limited. 
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Evaluating Recent and Potential Split-Ups 


By PHILLIP DOBBS 


Or a recent day when sellers more or less had 
their own way on the New York Stock Ex- 
change, shareholders in some 550 corporations who 
scanned the final quotations found a minus mark 
after the name of their favorite investments. Other 
stocks, to be sure, occasionally registered modest 
gains, but these were the exception rather than 
the rule. In the case of a single stock, an advance of 
7 points during the session caught the eye like a 
beam of light, a spectacular price move attributable 
to a several days prior announcement of a split-up 
in the shares of a wellknown corporation. Follow- 
ing close on the heels of a 414-point advance in the 
same stock on the previous day, a total two day 
gain of 1114 points was established under gener- 
ally adverse market conditions and in a subsequent 
session the stock rose 6 points more. As similar ex- 
plosive price trends are common to many stocks, 
following approval of split-ups or stock dividends, 
a study of the subject discloses interesting aspects. 
Just why speculative fervor should almost always 
reach a high pitch on the optimistic side when divi- 
dends payable in cash are supplemented by a dilu- 
tion in the number of shares held has 
never been rationally explained, al- 
though supporting factors are not en- 
tirely missing. More than anything else, 
psychology of many speculators and in- 
vestors appears to interpret a split-up 
or stock dividend as a “something for 
nothing” process thought to add intrin- 
sic value, per se, and producing a 
scramble to join the recipients of such 
advantage. Viewed from this angle 
alone, of course, the reasoning, or 
rather the reaction, is that of a child 
more thrilled by a double handful of 
twenty nickels than by a single dollar 
bill, or preferring a big bag of popcorn 
to a candy bar. Theoretically, there- 
fore, corporate “melon cutting” by dis- 
tribution of additional shares, rather 
than cash, adds no fat to the investor’s 
cupboard because his proportionate ownership in the 
concern has not been increased the least bit. If the 
stock split-up was 2 for 1 and his original 100 shares 
represented a tenth interest in the company, his 
new holdings of 200 shares still constitute 10%, 
and book value of the investment has undergone 
no change whatever. : 
Offsetting the logical aspect, however, is the un- 
doubted fact that speculative enthusiasm and genu- 
ine investment preference more often than not favor 
lower priced stocks rather than high priced “blue 
chips.” Regardless of quality, stocks in the low 
price brackets are popular with speculators, because 
with the same amount of cash required for trading 


262 





in the higher priced issues or with the 75% margins 
currently required, more shares are purchasable. 
Also, percentage gains appear to be more readily 
established for stocks in the lower price ranges, as 
has been clearly indicated in the bull market now in 
its fourth year. As for strict investment considera- 
tions, the wholesome urge for diversification makes 
it necessary for people with relatively moderate 
means to spread their funds among a number of 
stocks not too highly priced to permit of purchase 
in 100 share units. Demand, therefore, for lower 
priced stocks is indubitably more expressive. The 
mere factors of demand and supply accordingly tend 
to strengthen prices, granted the same market con- 
ditions, after stocks have been numerically diluted 
by split-ups. Except during broadly sustained up- 
ward trends in the general market, announcement 
of a proposed split-up or liberal stock dividend usu- 
ally sparks a price upsurge in the issue, followed by 
profit taking and an attendant recession to more 
conservative levels. 

In spite of all the foregoing, it should not be as- 
sumed that high priced issues furnish much less 
evidence of spectacular price changes under similar 
circumstances than is characteristic of those in 
lower brackets. Indeed, these “blue chips” are often 
the most logical ones to declare a split-up, and when 
they do, the occasion is sometimes cele- 
brated with considerable fireworks. Wit- 
ness the recent case of United States 
Trust Co., for instance, the directors of 
which announced the transferral of $2 
million from earned surplus to capital 
account to effect the distribution of 
100% in stock to its shareholders. 
About a year ago, the shares of this 
highly rated banking institution were 
quoted around 1400 per share, their 
combined quality and potentials creat- 
ing such a premium that their owner- 
ship was lodged mainly with investors 
having above average means. During 
the strong market of following months, 
these shares gradually advanced to 1560 
on October 21 last, but following the 
stock dividend announcement a couple 
of weeks ago the price has soared 145 
points to 1705 bid. Aside from an indicated stabili- 
zation of the dividend rate at $35 per share on the 
new capitalization, rather than $60 plus $10 extra 
on the old, a distinction without much difference, 
no real advantage is apparent other than that, after 
dilution, trading in the stock will be at a level pre- 
sumably around 850. While the stock still will 
remain a rich man’s investment, and is far from 
a speculative football, a substantial premium has 
been created, apparently based mainly on the price 
factor. This is not to hint that the status and po- 
tentials of the company do not warrant the newly 
gained price; to the contrary, the stock is a most 
attractive investment. But it is interesting to note 
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how appreciation potentials have been checked until 
recently by the high price involved. 

Now and then, investors fail to recognize that in 
weighing values of stocks, the determination of 
price must depend almost entirely upon yield or 
long term dividend potentials. The courts long ago 
ruled that property rights of a stockholder are 
confined to a privilege of receiving a definite share 
of whatever dividends may be declared by the 
board of directors, either from earnings or from 
liquidation, aside from reorganizations of course. 
The fact seems clear, then, that the dollar amount 
of distributable funds, 


around 200 for the new shares is justified by post- 
war potentials. 

Appended is a table listing a number of concerns 
which have declared stock dividends or enjoyed 
split-ups during the current year, the effect being 
the same in both cases, although slightly different 
in procedure. Stock prices both a month before and 
after the approval date are shown, along with re- 
cent prices, to illustrate the relative market action 
following the proposed change in capitalization. 
Motives of the directors of the various concerns in 
proposing or declaring dividends in this special 
form are not always ob- 








allocated by the directors vious, as any one of 
for dividends, is limited Market Action of Stocks Recently Split a dozen reasons might 
and can only be appor- ‘icity ieabad have been responsible. 
tioned on a pro rata | Month Prior | Month More than anything else, 
basis regardless of the Rgplit, Approved Approved Approved Pree | perhaps, is a desire to 
number of outstanding | Acme Steel 3for! Aprill7 76 27%, 32% | broaden the base of own- 
shares. Thus the mere | Allied Kid 10% st. div. April26 17 17%  2t | ership. While, to be sure, 
doubling or tripling of (11 for 10) the mere fact of acquir- 
the capitalization initself | Archer Daniels Mid.. 3for! August I5 64 24. 28 ing a greater number of 
cannot increase chances Best & Co. 2for!  AprillO 40 234. 31 shares at no additional 
for any improvement in Bond Stores 2for! June26 55 25. 38 cost creates no assured 
yield, nor does it provide Bristol-Myers 2for! Nov. 10* 645% . 74 urge for owners to sell a 
a sound foundation for Bulova Watch 2for! July24 664 59 35 portion to new holders, 
immediate and marked Columbian Carbon 3for! June l2 104 15 36% | past experience provides 
uptrends in the share Devoe & Rey. “A"  2'/o for! October2 56 27% 27% | plenty of evidence that 
prices, at least unless Eversharp 2forl May!5 55%. 39% 45 the popularity of lower 
other factors color the General Mills 3for! Aug.20 134 48%, 49 priced issues does tend 
situation, such as re- | Lane Bryant 2forl! Aug.16 5! 25 34% | to attract investors and 
tention of the original Life Savers 2for! Nov.20 70 67 expand the stockholders 
dividend rate on the _ | Pepperell Mfg. Stor! Sept.13 198% 50 49, | list. General Motors cer- 
increased number of Philip Morris . 2fort July!0 116 64 68, | tainly built up its list 
shares. Pittsburgh Plate Glass 4for! Aug.29 135! 153 159 of shareholders to more 
Company policies thus | Safeway Stores 3for! AprillO 64 22, 26 | than 400,000 by past 
may warrant hopes of an Schenley Distillers 4for3 Aug.15 62 51 90/4 split-ups which kept the 
increased dividend re- Sears Roebuck 4for! Oct. 130! 38 37/2 price of its stock from 
turn. As it happens, the Sterling Drug 2forl| June l4 7! 36'/, 42'/2 soaring too high. 
17144. point price gain Sun Oil 10% st.div.Sept.4 57 7 66 Where stocks have 
mentioned early in our (11 for 10) risen to levels well above 
discussion well illustrates | U: 5 Plyweed 2for! April27 50 29 40%] par, they tend to drift 
this point. The shares Westinghouse Electric. 4for!  Aprilll 126 132 35'/2 into fewer and more af- 
were those of Interna- cian Wntiaiinils ta be vend ae Che fluent hands, perhaps re- 
tional Business Machines versing a desired trend 











Corp., a concern with an 

outstanding record of growth for decades past and 
with dividends actually compounded by numerous 
gratuitous dilutions of its capital structure. 25 
years ago, IBM had only 120,000 shares of stock 
and since then has sold only about 56,000 shares 
for cash, but through a 3-to-1 split-up in 1926 and 
numerous subsequent stock dividends 1,145,926 
shares now are outstanding, receiving a $6 annual 
dividend and quoted around 245. Stockholders have 
now been asked to approve a further increase in 
the number of shares to permit a split-up on a basis 
of 5-to-4 and chances that the dividend rate will 
not be disturbed are good. While in such a case, 
some additional value appears strongly indicated by 
the split-up, price for the stock already had reached 
a 15-year peak before the announcement, and even 
if $6 per share proves to be the dividend rate on 
the increased stock, the yield would be only about 
3%, based on a pre-split price of 245. It remains to 
be seen, therefore, whether enthusiasm can hold the 
price at, or perhaps above, current levels, until the 
new stock is traded in, or if a relative price of 
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and providing a natural 
excuse for numerical dilution. On the other hand, 
in scanning our tabulation it will be noticed that 
by far the greater number of split-ups listed were 
of shares selling between 40 and 75, in other words 
of issues in which trading had not been unduly re- 
stricted by any factor of fancy price. Prime consid- 
eration of the directors in these instances must have 
been either to increase the number of stockholders, 
or to supply them with certain market advantages 
of obvious import. Especially interesting is the tally 
of rapid market gains achieved after split-ups had 
received stockholder approval, and how well the up- 
ward trend in the general market sustained most 
of the spectacular advances over a longer period. 
In a few cases, like Bulova Watch, early excitement 
over the proposed distribution died down, causing a 
temporary recession in price, but in recent months 
the lag has been fully overcome. 

The market reaction to a split-up in the shares of 
Pittsburgh Plate Glass Co. was a 1714 advance in 
price over a 60 day period, and while the new 
shares have not yet been issued, a well sustained 


263 

















price level of around 159 indicates that after the 
4-to-1 split-up quotations will be near 40, a much 
more appealing figure to the average investor. Earn- 
ings of this concern have been not only remarkably 
stable during war years but well above dividend 
distributions, so that potentials for more liberal 
treatment of shareholders add speculative attrac- 
tion to the issue. Pittsburgh Plate Glass has less 
than 8,500 stockholders, many of whom doubtless 
like to expand income by appreciation as well as 
from dividends, and from this viewpoint their 
chances will be improved by the split-up, while 
those relying upon income mainly may also experi- 
ence strengthened hopes of improvement. 

Among the lower priced stocks on the list split 
during the year was that of Best and Co. This suc- 
cessful retailer of women’s apparel effected a 2-for-1 
split-up last summer, before which its shares were 
selling at about 40. Price on the new shares settled 
down to 2314 a month after issue, equal to a 7 
point gain over the former quotation. During the 
continued bull market, 


market. Eastman Kodak, with over 40,000 stock- 
holders and with its shares quoted above 220, while 
perhaps not at all interested in attracting additional 
shareholders, and caring even less about specula- 
tive factors, might think it wise to reduce prices 
for its stock by a split-up. This same aspect might 
apply to numerous other concerns on the tabulation. 

An announced split-up even as we write, however, 
deserves more than a passing word. Directors of 
J. C. Penney Co. have called a stockholders meeting 
to act on proposals to increase the number of au- 
thorized shares from 3 million to 9 million, and to 
distribute the additional 6 million shares among the 


stockholders. Response of the stock market to this 


pronouncement has been a ten point climb in price 
for these shares. Penney, it will be noted, was listed 
among the “naturals” for a split-up on our table 
because of its high price. 

Additionally, for years past net earnings have 


permitted annual payments of substantial extras, 
which logically henceforth may be translated into 


regular distributions on 





Possible Future Split-Ups* 


the larger number of 
shares. Medium term 
outlook for this concern 


SUGGESTED REASONS is exceptionally good and 


Too high priced for average investor. 


Split-up would enhance investor interest. 
Broader ownership would follow split-up. 


i 4 would _ benefit 
through lower price. 


Investor interest would expand at lower 


price. 
Split-up would broaden ownership base. 


Company might favor wider following. 


High priced and small number of shares. 


Lower price would be more popular. 


Expanding capital requirements more easily 


met if price were lower. 
High price restricts demand for stock. 


High price restricts demand for stock. 


Somewhat lower price would expand own- 


ership. 


Retailers like tie-ups with numerous in- 


vestors. 


Assets warrant larger share capitalization. 
Wide price fluctuations due to high price. 


shareholders, 


if 1946 net expands, as is 
quite likely, the new 
stock may not appear 
unduly high-priced at 
around 50. 

In contrast to recent 
quotations near 140 for 
the present stock out- 
standing—before the an- 
nounced split—it is easy 
to realize the greater 
psychological appeal of 
the price after the split- 
up. Very little progress 
will be made in attempts 
to rationalize the phe- 
nomenon, except on a 
psychological basis. It 





the price has soared to 
a peak of 3214, the 
equivalent of 65 for the nies 
old stock, or a percent- Price 
age gain of over 60% in. °| Allied Chemical . . 1841/2 
five months. It is doubt- Amerada Pet... 151 
ful if investor appraisal: American Chicle ....... 141 
of this very sound con-: | American Home Prod... 99 
cern would have caused | american Tobacco 90'/, 
an equal price gain had aia: 
it not been for the Beechnut Packing ............ 137 
psychological factors in- Checker Cab 77 
volved in the split-up. Chesebrough Mfg. ...... 144 
On a second table we Coca-Cola 178 
have listed a number of -| Douglas Aircraft... 8534 
concerns which appear | Dow Chemical... 155 
possible candidates for Eastman Kodak ........ 218 
future — oe Fruehauf Trailer... 67 
as previously stated, the 
pros and cons inherently - ° Green, 5 Eee) 
must be based more up- } Mead Johnson _....... 269 
on guesswork than any- Singer Mfg. ............... 348!/2 
thing else. Just what Union Carbide .............. = 188 
may influence a board of sitiaiisieiaia 161 
directors to declare a dis- as 
tribution in stock would 
require a lot of crystal jon all 
gazing. Judged from the 


Status would warrant a split-up to effect a 
lower price. 

Large earnings in proportion to capital au. 
structure. 


*—This compilation is not based on any known or presumed plans for 
capital adjustment but merely suggests some logical candidates for 


just happens and that’s 


which may on occasion 
motivate directors in de- 
claring stock dividends. 








angle of current high 

price levels, some 20 different concerns with stocks 
selling far above par might be considered as “natu- 
rals” to take steps toward a split-up. But conditions 
underlying many of these “blue chip” concerns may 
minimize a conceivable handicap of high prices. 
Ownership of many in this-class is concentrated in 
relatively few hands and. largely:concerned with per- 
manent assurance: of: income. Investors of this cali- 
ber have both the means: and the willingness to pay 
high premiums when adding to:their portfolios, car- 
ing little for appreciation potentials:other than those 
created by natural progress of: the business in which 
they have invested. : 

Singer Manufacturing Co.. ateies be cited as an 
example of the foregoing, although this high-priced 
issue sometimes .attains. a:price range of as much as 
10 points in a single. day. due,to,the existing thin 
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A high priced “blue chip” 
paying dividends of say $8 to $10 a share might, 
under certain circumstances, become a political tar- 
get, with political sharpshooters sniping at the “ex- 
cessive” diviends and making political capital of the 
fact that “stockholders are getting all the gravy.” 
An unwarranted attack of this nature and its at- 
tendant publicity may be forestalled by a stock split- 
up and lower dividend. 

The wave of stock split-ups during 1945 has 
reached broad dimensions, and there is little reason 
to doubt its continuation as long as the bull market 
sustains stock prices at unusually high levels. Quite 
clearly, the process has been pleasing to stockhold- 
ers, for more than one reason, and as a general 
rule management is alive to this fact, especially 
as = involves a distribution of paper rather than 
cash. 
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Companies Likely to Pay 


Year-End Extras 


BY Jj. C. CLIFFORD 

sess customary year-end harvest of dividends this 
year may not be as bountiful as in 1944, but 

neither will it be a meager one. 

Stockholders who may have been looking forward 
to receiving an extra dividend at this time, if direc- 
tors fail to declare one, should not necessarily accept 
this as definite evidence of an unfavorable turn in 
the affairs of their company. Nor, by the same token, 
is the payment of an extra dividend payment an un- 
failing sign that all is well. 

The myriad of problems which have arisen in the 
wake of V-J Day have inevitably influenced dividend 
policies. In not a few instances, conditions and cir- 
cumstances have arisen which can not be justly 
accepted as transitory until they have actually 
proven to be so. Directors, therefore, may wisely elect 
to act conservatively in the matter of dividends until 
such uncertainties as may confront their company 
are resolved and clarified. Other considerations too, 
and which are also closely related to peacetime plans 
and prospects, may enter prominently into the divi- 
dend picture at this time. 

Newspaper headlines have repeatedly informed 
stockholders that a peacetime business boom of un- 
precedented’ proportions is in the making; that cor- 
porate business has emerged from the war greatly 
strengthened financially; and that relieved of the 
burden of paying excess profits taxes, many compa- 
nies will be able to sustain earnings at a level as 
good as their average for the war years—if not bet- 
ter. All of which is probably quite true as far as it 
goes, but it is the over-all picture and may not apply 
to all companies, at least so far as near term divi- 
dend prospects are concerned. Stockholders’ dividend 
hopes should be based on an appraisal of the pros- 
pects of each individual company in which they have 
invested their funds, and raised or tempered accord- 
ingly. If this seems elementary, it might be pointed 
out dividend policies and prospects are still one of 
the cardinal principals of investment, albeit on occa- 
sion they may appear to be almost completely over- 
shadowed by fundamental economic factors. 

Accompanying this discussion are two compila- 
tions—one of which contains a list of companies 
which have already announced the payment of an 
extra or year-end dividend; the other lists those com- 
panies which appear to be logical candidates for 
year-end payments. Both lists are representative 
rather than inclusive. There are a number of compa- 
nies which, under more normal circumstances, might 
have been included i in the second group on the basis 
of known earnings, finances and prospects, but which 
were omitted because of other considerations. Ab- 
normal expenses in connection with reconversion 
plans, possible new financing and other factors which 
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might have a tendency to dictate a conservative divi- 
dend policy, have cast some doubt on the likelihood 
of extra dividends in a number of instances where 
otherwise shareholders might ieasonably expect 
more liberal treatment in the matter of year-end 
dividends. 

Recently, disappointing dividend announcements 
affecting several large corporations were promptly 
followed by a sharp lowering of market quotations. 
Crucible Ste@l declared a year-end dividend of $2, 
whereas the payment last year was $3. The result 
was that the shares, after making a new 1945 high 
at 5214, dropped to 4714. While no official statement 
was made in connection with the lower dividend, the 
reasons behind it are not difficult to discern. The 
steel industry is confronted with labor’s demands for 
higher wages. These demands may result in strikes 
and a consequent tieing-up of production for an in- 
definite period of time. Meanwhile, OPA has refused 


























Companies Which Have Declared 
Year-End Extras 
Total 1945 Total 
Paid 1944 Year-End Extra 1945 Div. 

Abbott Laboratories . $2.20 $ .15 $2.20 
Allis-Chalmers Mfg. - 15 1.75 
American Chicle ........ .. 5,00 50 5.00 
American Colortype ... , 85 40 1.00 
American Gas & Electric... 1.80 30 1.90 
American Sumatra Tobacco 2.00 75 2.25 
erga Cece 50 2.00 
Bristol Myers 2.00 .25 2.25 
Case, 3. f,, Co... 1.75 .80* 1.20 
Chesebrough Mfg. inc, 5.50 1.25 6.00 
Chicago Mail Order... ee .75 15 75 
Cluett Peabody & Co........... ee 2.00 50 2.00 
Congol Nairn : 1.25 25 1.25 
Continental Casualty 0.1.80 40 2.00 
Edison Bros. Stores.......... 1.20 50 1.50 
Electric Boat Co... eee 1.50 25 1.50 
General Ginar 1.25 25 1.25 
International Harvester. —2.85 40 3.00 
Johns-Manville .. 2.75 1.25 3.25 
1.00 .20 1.00 

ep 1.05 50 1.50 

Kimberly Clark 2.00 12'/* 2.00 
Lambert Co. 0. 2.00 50 2.00 
Lion Oil . 1.00 10 1.40 
Murphy (6. cA ) ak 50 3.50 
Powdrell & Alexander... ayes .65 .05 1.00 
Pullman, Ine. ......... 3.00 1.00 3.00 
Shattuck (Frank 6.)_. 1.00 15 1.00 
Staley (A. E.) Mfg... eee 20 #.75 
Standard Oil of Kentucky.. Civene 1.00 .25 1.25 
Talcott, James .. be 50 10 50 
Texas Gulf Sulphur... _.. 2a 25 2.50 
Time, Inc. 2.50 1.00 2.50 
Twentieth-Century Fox Film........... 2.00 50 2.50 
Underwood Corp. ce. 2.50 1.00 2.50 
Wilson-Jones 1.00 62!/, 1.00 
Yale & Towne 1.00 1.00 

*—Payable January 2, 1946. 




















to grant price increases to the industry until it has 
had an opportunity to study 1945 earnings reports, 
which in effect postpones any action in this respect 
until well into 1946. In the face of these circum- 
stances, the action of Crucible Steei directors is not 
exactly surprising. 


Adverse Dividend Action 


Dividend announcements recently made by two 
other companies—Bendix Aviation and Libby-Owens- 
Ford — were likewise apparently unexpected and 
were promptly followed by sharp mark-downs in 
quotations for their shares. Bendix Aviation declined 
seven points in two days and Libby-Owens-Ford was 
off four points in the same period. The former placed 
dividends on a $2 annual basis, while the latter omit- 
ted the usual year-end extra of 75 cents. In these 
instances also, no official reasons were immediately 
forthcoming. The uncertainties arising from labor 
troubles would appear to be the most obvious explan- 
ation. In the case of Bendix such troubles are a 
threat, while in the case of Libby-Owens-Ford they 
are actual, the company’s plants being strike-bound. 

Of particular significance in further emphasizing 
the uncertainties in the present period of transition 
from a war to a peacetime economy was a recent an- 
nouncement by the management of Thompson Prod- 
ucts. Despite the company’s large volume of orders 
and current high level of operations, the manage- 
ment warned that operating losses in the final four 
months of this year might well absorb all profits 
accrued up to V-J Day. The purpose of this state- 
ment may have been to prepare stockholders for 
lower dividends. 

The several instances -here cited serve effectively 
to underscore the elements of uncertainty which 
heretofore have been largely obscured by a veritable 
flood of good news bearing on the industrial pros- 
pect. They also serve to suggest the possible margin 
of error in attempting to make any general forecast 
of dividends at this time. ’ 

Normally, the evidence of a strong financial posi- 
tion, good earnings and generous tax reserves would 
hardly suggest the possibility of adverse dividend 
action. Yet all of these factors were present in the 
case of Thompson Products and it is not likely that 
they were completely dissipated in the short space of 
a few months. It is true that operating losses suffered 
by the company since the end of the war wiped out 
earnings for the first eight months, but if the man- 
agement felt secure in the belief that improvement 


would be shown once the company was “over the - 


hump” of reconversion, and that this event was an 
early possibility, they probably would have refrained 
from calling attention to the company’s immediate 
problems. 

The truth of the matter probably is that Thomp- 
son Products is finding reconversion somewhat less 
simplified than was the general impression of recon- 
version current about two months ago. Snags have 
appeared in the form of labor shortages, work stop- 
pages, materials, shortages, strikes, pricing difficul- 
ties, to say nothing of the specific difficulties encoun- 
tered by individual organizations. As a result, the 
process of reconversion as it is being worked out in 
a lot of companies will take longer and cost more 
than originally expected. And until these companies 
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complete their reconversion, stockholders may, in a 
manner of speaking, have to share the difficulties of 
the management and be content with a reduced 
dividend. 

Fortunately, adverse dividend news is not likely to 
become general or be prolonged. There is a brighter 
side to the dividend outlook and it favors the greater 
majority of companies. The difficulties which some 
companies are now facing will ultimately be over- 
come, with most of them eventually catching up to 
the general industrial pace. It is not meant to imply 
that the strong likelihood of a prolonged period of 
good business, encompassing virtually every phase of 
our industrial economy, has been materially changed, 
but to suggest that for one reason or another, a 
minority group of companies may get off to a slow 
start. Other things being equal, stockholders in these 
companies in the end may have their patience well 
rewarded even though some temporary sacrifice in 
dividends is entailed. 


The mounting list of year-end extra dividends be- 
ing declared as this is written attests to the fact that 
a feeling of uncertainty is not general in manage- 
ment quarters. Moreover, among those companies 
which have taken such dividend action may be found 
broad industrial representation. Not a limited few 
industries are favored, but a considerable and diver- 
sified number. Consider, for example, the following 
group of companies selected at random, all of which 
have acted recently in declaring extra dividends: 
Kimberly-Clark (paper), G. C. Murphy (variety 
stores), Pullman (railway equipment), Twentieth 
Century-Fox Film (motion pictures), Yale & Towne 
(building hardware), American Chicle (chewing 
gum), Allis-Chalmers (heavy equipment), and-Inter- 
national Harvester (farm equipment and trucks). 
Companies such as Eastman Kodak and Southern 
Pacific recently increased their quarterly payment, 
and Inland Steel declared a year-end payment of 
$1.50, bringing total payments this year to $4.50. 


Dividends Higher Than 1944 


In the first nine months of this year, 877 common 
stocks listed on the New York Stock Exchange paid 
aggregate dividends of $1,537,542,000, an increase of 
4.2 per cent over payments made by these issues in 
the same period of 1944. This year, in the first nine 
months, 705 common stocks paid dividends compared 
with 676 issues in 1944. A total of 178 companies 
paid larger dividends this year, while 476 companies 
maintained the same rate which was in effect in 
1944, On the other hand, the dividend on 51 issues 
was reduced and on three issues it was eliminated 
entirely. Eight of the issues which paid lower divi- 
dends or eliminated them entirely were the shares 
of machinery and metal companies, five were chemi- 
cal companies, and five were retail merchandising. 

In connection with those issues on which unfavor- 
able dividend action was taken, it is noteworthy that 
of a total number of common stocks representing the 
machine and metal group which amounted to 85, 78 
were on a dividend basis; 64 out of a total of 69 
chemical issues paid dividends; and 60 out of 67 re- 
tail merchandising issues were on a dividend basis. 
Thus, while those issues which suffered reduction or 
elimination of dividends were small in relation to the 
total number listed in each group, they serve to 
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bring home the point that so numerous are the cross 
currents affecting the tide of dividend payments that 
some companies will find themselves at a disadvan- 
tage profitwise even at a time when business as a 
whole is highly prosperous. 


Dividend Prospects Not Paramount? 


If one were to accept without qualification, the 
opinion of the stock market, as reflected in current 
trends, it would be readily apparent that owners of 
common stocks, as a whole, are little concerned over 
the general dividend outlook at this time. It is the 
consensus, according to the market, that the major- 
ity of companies will successfully make the transi- 
tion from a wartime to a peacetime economy without 
finding it necessary to revise current dividend poli- 
cies. In fact the yield on a sizable number of com- 
mon stocks has declined to a point where it is only 
slightly higher than the yield on high grade bonds. 
From this, the inference is that these issues are in 
line for higher dividends in the not distant future. 
And there will be instances in which this will prob- 
ably prove to be the case. 

As already pointed out, dividend hopes at this time 
are being based on the strong financial position in 
which most companies now find themselves, giving 
substance to the reasoning that such companies 
would be likely to draw on wartime “fat” to support 
dividends should earnings suffer a decline during a 
comparatively brief period of transition. Further, 
the substantial savings in excess profits taxes next 
year will go a considerable distance toward absorb- 
ing higher costs and a drop in sales from an abnor- 
mal to a more nearly normal level. Such is the cur- 
rent line of reasoning, based on fairly tangible con- 
siderations. 

Not so tangible, however, is the extent to which 
individual companies may be squeezed in the pincers 
of higher labor and materials costs, and prices deter- 
mined largely by OPA dictum. Moreover, the extent 
of the financial “cushion” which will be afforded by 
the elimination of excess profits taxes will be much 
greater in the case of some companies than it will be 
in others. It would be both fallacious and dangerous 
to apply general reasoning to specific cases. 


World War | Pattern 


It is not unlikely that many investors seeking a 
clue to the present situation, have taken the trouble 
to investigate the general pattern of dividend pay- 
ments following the end of World War I. What they 
found was that by 1919, many corporations grown 
rich from the war had exceptionally large financial 
resources and reserves. Because these had remained 
uncapitalized, stock issues of these companies were 
still relatively small and therefore even moderate 
earnings, when the post-war slump came, permitted 
continuation of fairly liberal cash dividends. In fact 
dividend rates, in terms of dollars, were higher than 
they are today. So far that gibes pretty much with 
the situation at the present time. 

But there was one very important difference be- 
tween conditions prevailing after the end of World 
War I and those with which business is confronted 
now. Prices were not anchored, but rose sharply, and 
manufacturers, wholesalers and retailers were able 
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to pass the burden of higher wage rates and raw 
material costs along to the consumer. Now, they are 
prevented from repeating this pattern by the con- 
tinuation of wartime controls over prices, in the hope 
of avoiding the inflationary price rise which oc- 
curred in the wake of World War I. It is not intended 
here to argue the pros and cons of price control, but 
to emphasize that it is unwise to rely too much on 
precedents. They have proved to be notoriously un- 
reliable when attempting to apply them to current 
situations. 

There is still another point which is well worth 
remembering, particularly when the evidence of good 
earnings—earnings well in excess of current divi- 
dends—suggests the possibility of increased, or ex- 
tra, dividends. In recent years there has been a very 
definite trend on the part of corporate management 
toward the maintenance of stable dividends, rather 
than adjusting payments every year to conform with 
earnings. This is particularly true of that select 
group of companies which can point to a record of 
unbroken dividend payments dating back twenty-five 
years and longer. (Please turn to page 292) 





Companies Which May Pay 
Year-End Dividends 


Paid 1945 

1944 to Date 

Paid Year-End _ Including 

1944 Extra Nov. 24 
American Bank Note $1.00 $ .20 $ .80 
American Brake Shoe 1.65 25 1.15 
American Locomotive 1.30 30 1.05 
Beneficial Industrial Loan ® 1.35 15 90 
Carnation Co. . 2.00 1.00 1.00 
Climax Molybdenum 2.50 50 1.50 

Coca-Cola Bottling Corp. “A”... 5.00 1.25 1.87!/, 
Colgate-Palmolive-Peet . $75 1.00 1.00 
Consolidated Cigar ...... 2.50 50 1.50 
Cooper-Bessemer ...... ; 1.50 50 75 
Decca Records ..... 1.50 .30 90 

Falstaff Brewing ... bes 90 15 62! 
Federal Motor Truck... 50 10 .30 
Field (Marshall) & Con. §=$.00 .20 80 
General Railway Signal. 1.25 50 .75 
Gillette Safety Razor .80 .20 85 
Hall Printing ................ . be 25 75 
Hercules Powder 2.50 1.00 1.50 

Hollander & Son . 1.50 .25 1.25** 
Houdaille-Hershey “B” . . 4$.00 25 .75 
Interstate Hosiery Mills 2.00 1.00 50 
Loew's ........ 4.00* 1.50* 1.25* 

Lone Star Cement. 1.75 25 1.12! 
McGraw Electric +.50 50 1.00 
National Bond & Share Come 40 .60 
Penney (J. C.) Co.. as) 2.00 2.25 
PeeetGcnpe oe 40 .80 
Prentice-Hall, Inc. ... i 5.00 2.20 2.80 
Reliance Mfg. .. . $95 75 1.20 
Reynolds (R. ed ‘Tob. Co. . 4$.50 10 1.40 
Ritter Co., Inc... : 1.25 25 75 
Ruberoid Co. . 1.25 .80 75 
South Penn Oil... 3.20 1.60 1.20 
Superheater ...... 1.20 .20 1.00 
Sylvania Electric Products 1.25 25 75 
Thermoid Co. ................ 55 15 35 
Union Bag & Paper 75 5 45 
Waldorf System . ene US 25 75 
White Motor .......... em . 1.25 50 75. 





*—Paid on old stock in 1944; in 1945 poid $.50 on old and $.75 
on new. 
**_Plus 5% stock. 

















— ELECTRIC is one of the most widely 
known corporations in the United States—if not 
the world. It is the recognized leader in its field; the 
world’s largest manufacturer of electric products, 
accounting for about 25 percent of. all electric prod- 
ucts made in the United States. The company num- 
bers among its customers not only countless millions 
of individuals, purchasers of the well known GE 
lamps, electric irons, ‘toasters, vacuum cleaners, ra- 
dios and other household appliances, but it is a safe 
guess that there is not a single industrial plant in the 
country in which one or more GE.-products do not 
perform a vital function. 

The same is true also of our great railway systems, 
municipal transportation networks, electric power 
plants, communications facilities and waterway ship- 
ping. To all of these essential services, General Elec- 
tric provides every manner of eléctrical equipment 
from an ordinary light bulb to huge turbines or an 
8,000-horsepower locomotive. The company literally 
blankets its field with a full line of both consumer 
and industrial durable and semi-durable electrical 
goods and equipment. 


General Electric holds large interests in other 
American and foreign electrical manufacturers. A 
wholly owned subsidiary, International General Elec- 
tric, is practically world-wide in its scope and nor- 
mally contributes as much as eight per cent of the 
parent company’s sales. Another subsidiary, Cana- 
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This machine, developed by G.E., will 
produce 100,000,000 volt X-rays. 


By HAMILTON OWEN 


Courtesy G.E. © 


dian General Electric Ltd., serves the Canadian field. | 


Nearly everything about General Electric is big. 
The company does things in a big way—and its 
accomplishments are big. Whether one measures 
General Electric in terms of plants, manufacturing 
and distributing facilities, research, employees or 
growth, the answer is the same. The company’s role 
in war was a big one and it will be equally big in the 
era of reconversion and post-war progress. General 
Electric’s plans for the future are among the most 
extensive and ambitious as yet made public. 

The keynote to these plans is embodied in two of 
its slogans—‘‘More Power to America” and “More 
Goods for More People at Less Cost.” More than 
mere vegrds, these slogans constitute a goal, a goal 
which the company means to achieve and it has lost 
no time in setting the wheels in motion to do just 
that. So comprehensive are the changes which are 
being planned that they will affect every division of 
activity with the net result that General Electric will 
be a much different organization in, say 1950, than 
it was in 1940. 


Charles E. Wilson, president of the concern, is 
authority for the forecast that by the end of 1947, 
the company will employ 140,000 persons, nearly 
twice the number employed prior to the war. By that 
time also the company will have seven more plants 
and 3,000,000 square feet more floor space than at 
the peak of war-time operations. To achieve these 
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ends, the company will spend an estimated $280,- 
000,000 for new construction and modernization of 
plants and facilities. 

Motivating these plans is the very practical dollar 
and cents factor of new products and energized com- 
petition, but in addition the company has committed 
itself to what Mr. Wilson defines as “a new philos- 
ophy of industrial management.” What this new 
philosophy amounts to actually is that General Elec- 
tric is in the process of decentralization, a process 
which gives practical application to a new theory in 
industrial plant location. In so far as possible it is 
the company’s plan to locate new plants in relatively 
smaller communities and away from the concentra- 
tion of heavy industry in a comparatively few large 
cities. This has a twofold advantage—manufacturing 
costs are less and living conditions for employees are 
better. Sites have been carefully chosen, with the 
market for the end product in mind, and the entire 
idea is being materialized on the basis of five years 
of investigation and study. 

At the present time General Electric operates 86 
plants. Ultimately this number will be increased to 
150. The general pattern will be to have a number of 
sizable central plants from which will radiate smaller 
complementary units manufacturing parts, etc., and 
situated in smaller communities but located within 
effective range. 

Topping the list of projected changes will be the 
shift in the electronics division from Schenectady, 
N. Y., to Syracuse, N. Y., where $10 million will be 
spent in creating “Electronics Park.” In Tiffin, Ohio, 
$3.2 million will be spent for a new plant making 
fractional horsepower motors; $4.7 million has been 
earmarked for a laminated plastics plant in Coshoc- 
ton, Ohio; a large silicon resins plant has been sched- 
uled for construction in Waterford, N. Y.; and from 
the Navy, facilities are being acquired in Kokomo, 
Ind. Plant sites have been purchased in San Jose, 
Calif., Danville, Ill., Anaheim, Calif., and Albion, 
Mich., and other acquisitions are pending. At the 
company’s principal plant in Schenectady, more than 
$20 million will be expended in modernizing and en- 
larging the electrical apparatus division. All of which 
adds up to a postwar program of considerable magni- 
tude and scope which will result not only in rein- 
forcing the company’s already strong trade position; 
old and less efficient facilities will be replaced with a 
consequent worthwhile savings in operating costs. 

Of the funds allotted to these various purposes, it 
is estimated that approximately 20 per cent will be 
spent for plants and machinery which will be used in 
the manufacture of new products. These new prod- 
ucts have been developed in GE’s extensive research 
laboratories and will include a full line of aircraft 
equipment for ignition, control, communications and 
lighting, jet-propelled engines developed for the 
Army during the war, silicon resins, synthetic rub- 
ber, radar products and a host of others still more or 
less in the development stage. In the company’s older 
lines, present plans call for a fewer number of mod- 
els and increased standardization resulting in lower 
production costs and lower prices to the buyer. 

During the war General Electric probably made a 
greater variety of complex war products than any 
other American company. By the same token, the job 
of reconverting to a peacetime basis which con- 
fronted its management was really one of colossal 
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proportions requiring considerable time. 

The immediate effect of the war’s end was can- 
cellations of orders aggregating $325,770,000 during 
the three months’ period ended September 30, last. 
This brought total cancellations for the year up to 
$362,029,000. But nearly 90 per cent of third quarter 
cancellations were offset by new bookings and the 
company entered the final quarter of the year with a 
backlog of orders totalling nearly $500,000,000. 

To cite only one example of the practical problems 
of reconversion. At the company’s plant at Bridge- 
port, Conn., before the war 32 different types of elec- 
trical appliances were manufactured. Only one of 
these, however, was usable for both war and peace. 
During the war this one plant turned out about $25 
millions worth of war equipment, involving some 35 
products and ranging from bazookas and other 
rocket launchers to many types of searchlights and 
Navy torpedoes. To do this it was necessary for the 
company to replace practically all of its machine 
tools and assembly lines. 

Yet seven weeks after the company was given the 
green light on electric washer production, the first 
machine came off the assembly line. The expediency 
with which reconversion was achieved in Bridge- 
port is typical of what occurred in other GE plants 
throughout the nation. Today a full line of peace- 
time products is coming off the assembly lines, and 
reconversion is expected to be entirely completed 
early in 1946. 


In a company as large as General Electric much 
depends upon the skill and success of the manage- 
ment in gauging future potentials and developing its 
plans accordingly. Considerable significance attaches, 
therefore, to the official estimate that peacetime 


























COMPARATIVE BALANCE SHEET DATA 
($ millions)—company only 
Dec. 31 Dec. 31 

ASSETS 1941 1944 Change 
COS Sate ees .. 44.161 61.627 + 17.466 
Marketable securities . .. 84.561 299.170 +214.609 
Receivables, net .. 16.472 121.985 + 45.513 
Inventories, net... 197.930 228.273 + 30.343 
Adv. payment on contracts, 

and accrued price adj'tm't..cr.50.927 cr.105.062 er. 54.135 
TOTAL CURRENT ASSETS......352.197 605.993 + 253.796 
Plant and equipment.........247.201 277.119 + 29.918 
Less depreciation 185.519 238.217 + 52.698 
De ee 61.682 38.902 — 22.780 
Other assets 143.199 197.575 + 54.376 
TOTAL ASSETS 557.078 842.470 +285.392 
LIABILITIES 
Reserve fortores ny wn T0990} 208-707 
TOTAL CURRENT 

CFABIENIES —......_....__. . F8Q689 389.366 -+208.707 
Collect. under empl. plan... 4.741 18.768 + 14.027 
Accts. payable & accruals— 

not curren? 0 8.970 + 1.344 
©. Nerves 47.284 73.132 + 25.848 
(pital 180.287 180.287 Neier 
Surplus 136.481 171.947 + 35.466 
TOTAL LIABILITIES 557.078 842.470 + 285.392 
WORKING CAPITAL __.. 171.538 216.627 + 45.089 
Curent Ration, RS 1.5 — €4 
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sales of GE products will attain a volume of $750 
million annually, or nearly double the 1940 volume, 
and comparing with wartime sales of $1.5 billion. 
The management in the past has not been given to 
unqualified optimism, so that in this instance it is a 
fairly safe assumption that sales estimates are based 
on sound calculations. The primary basis is an antici- 
pated gross national production of $135 billion at 
1941 prices. 

So widely varied are the products of General Elec- 
tric that inevitably the company will share in the 
post-war progress of virtually every industry, and 
every major economic force will be reflected in the 
volume and type of its sales. First, and this must be 
readily apparent to everyone, is the huge accumu- 
lated demand for the long list of electric appliances 
and equipment used in the average American home 


today. Perhaps not so apparent, however, are other 
forces of equal potency. For example, industrial mod- 
ernization and plant expansion will involve outlays of 
an estimated $3 billion annually and extend over a 
period of several years, with a resultant large de- 
mand for electric motors, machinery and electric 
installations. 

One may justifiably conclude that GE’s postwar 
potentials are highly promising. Today, the company 
has more stockholders than any time in its history— 
239,824 of them. To these investors, this broad view 
of the company’s postwar prospects should be a re- 
assuring one. 

General Electric common stock has long been held 
in high investment regard. Concrete expression of 
this “blue chip” characteristic is to be found in the 
consistent market habits of the shares. Their market 
value at almost any given time will be high in rela- 
tion to earnings and the dividend yield will not infre- 
quently be found to be no higher than the return on 
a high grade bond. That investors have long been 
willing to place a high premium value on General 
Electric common is presumably a measure of the 
confidence with which they regard the company’s 
leadership, progressiveness and management. 

Stated otherwise, General Electric common shares 
are rarely a “bargain” in the strict sense of the 
word, when appraised in relation to the company’s 
current or more immediate prospects. Consistently, 
the market will endeavor to appraise and anticipate 
the company’s more distant potentialities, and the 
present is no exception. 

At recent levels around 48, the shares are quoted 
at nearly 30 times average annual earnings per share 
for the four years prior to the war; about 27 times 
average earnings for four (Please turn to page 298) 








*—Before taxes. **__Based on recent price of 48. 


Pertinent Statistical Data 
(Company Only) 


1939 
Sales ($ mill.) 0... $304.680 
Depreciation ($ mill.) 13.893 
Balance for common ($ mill.). 41.235 
Operating margin i) Steen Rad 13.8% 
LT aa eae ene 13.5%, 
% earned on invested capital* TE: 14.9%, 
Earned on common per share. cece $1.43 
Earned on common, % of market price** ‘ 297, 
Dividend rate eee $1.40 
Dividend yield** abet teen ct peceease lle 2.9% 
Current asset value per share... L PAIREN es CENT $7.13 
Book value per share... bipennh Sa be 80m Bel cr oo 11.81 
Net current asset value per ERIE ROSAS 5.74 
Cash asset value per share aa i alsete a 3.81 
Current ratio ........ Unter : ae ae 5.1 


1940 1941 1942 1943 1944 
$411.938  $679.333 $901.738 $1288.43! =: $1353.012 
14.805 20.954 =. 23.119 26.044 26.298 
56.241 57.197 45.081 44.922 50.845 
20.7% 23.8% 21.7% 17.7% 13.1% 
13.6% 8.4%, 4.3%, 3.3%, 3.7%, 
28.7% 48.8% 60.6% 63.6% 45.9°., 
$1.95 $1.98 $1.56 $1.56 $1.76 
4.0% 4.1% 3.2% 3.2% 3.6% 
$1.85 $1.75 $1.40 $1.40 $1.40 
3.8% 3.6% 2.9% 2.9% 2.9% 
$8.40 $12.20 $16.84 $19.59 $21.00 
11.97 12.62 13.67 13.76 14.75 
5.68 5.94 6.07 6.55 7.50 
3.79 446 7.33 14.45 12.50 
3.1 1.9 1.5 15 1.5 





Earned per common share (company ied 
939s. 





ee. BNb wae $1.43 
3 ee 1.56 1938 96 
1942 . cn 12) Se 
J. | a . 1.98 | ee | 
1940 : 1.95 1935 ek ae 

Ten Year Average ... $1.58 





Recent Market Price of Common: $48 
Market Value of Common: 28,845,927 Shares at $48 = 


Net Tangible Assets — $842,470,137 

Net Tangible Assets Applicable to Common — $453,103,70! 
Net Current Assets — $216,626,682 

Average Earnings (10 Years) as % of Market Price — 3.3% 
Maximum Earnings as % of Market Price — 4.6% 

Minimum Earnings as % of Market Price — 2.0% 


$1,384.604.496 
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probably the freest election ever held in their 
country, the Peruvians last June returned to the 
presidency Dr. Jose Luis Bustamente, a candidate 
of the so-called National Democratic Front. This was 
an electoral combination of several liberal and left- 
ist parties, including the formerly outlawed Aprista 
Party. There were some misgivings about what 
would happen, but contrary to all expectations, the 
Bustamente Administration appears to have set a 
“moderate-to-left”’ course. For some time it has also 
been apparent that the new Government would make 
some effort at the rehabilitation of Peruvian credit 
abroad, in order to attract foreign capital. The new 
Finance Minister, Dr. Ferrero, a former professor 
of political economy at San Carlos University, 
stressed in one of his first official statements that 
because of Peru’s limited resources, particularly 
capital resources, “its foreign economic relations 
will depend in the future more than ever on its 
credit standing abroad” and that “something must 
be done, even if an arrangement with the creditors 
means a serious sacrifice.’ The previous Prado Ad- 
ministration made an unsuccessful attempt to reach 
a settlement with foreign bondholders in April, 
1944, Meanwhile, in anticipation of some settlement, 
Peruvian bonds have been gradually firming. The 
7% National Loan due in 1959, sold recently as high 
as 35 as compared with the low of 193% for this 
year; the 6% National Loan due 1960-61, sold at 
3314 against the low of 1814. 

Word now comes from Washington that discus- 
sions were resumed there last week between the 
Foreign Bondholders Protective Council and the 
representatives of the Peruvian Government, in- 
cluding the Minister of Finance, looking to a re- 
sumption of debt service on some adjusted basis. 
Peru’s outstanding dollar debt is put at $85,000,000, 
par value, but owing to a 14-year-old default, al- 
most as much has been accumulated in unpaid in- 
terest. The Lima Government recently announced 
that $3,500,000 had already been set aside in the 
next budget for debt service payments, should an 
agreement be reached. : 

Why is the Bustamente Administration so anx- 
ious to improve the country’s credit standing? The 
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present rulers in Lima appear to be seriously in- 
terested in improving the lot of the “depressed 
classes,” as a Means of expanding the internal mar- 
ket. This is to be achieved not by dividing big es- 
tates or extending the present social legislation, but 
by increasing the output of agriculture, and of pas- 
toral, mineral and manufacturing indudstries. But 
in Peru, to put more land under production usually 
means more irrigation words. To absorb more of its 
own production, Peru needs transportation facili- 
ties. In a mountainous country, both transportation 
and irrigation are very costly. The Peruvian Gov- 
ernment is also anxious to have foreign oil com- 
panies participate in the exploitation of vast petro- 
leum reserves in the Trans-Andean region, now that 
the territorial dispute with Ecuador is settled and 
highway communications provided. Finally, Peru, 
like other Latin American countries, will have to 
do something to satisfy a relatively large domestic 
demand not only for industrial and transportation 
equipment, but for a wide variety of consumers’ 
goods which could not be obtained during the war. 


Small Reserves 


Peru needs money, but unlike most other Latin 
American countries, it has managed to accumulate 
only a small reserve of gold and foreign exchange 
(not much over $40 million) and it has already 
been forced to reduce it by about 10 per cent. This 
reserve represents but a fraction of the estimated 
cost of the replacement of obsolete equipment, let 
alone the cost of envisaged industrial and agricul- 
tural development. One explanation for the relatively 
small accumulation of gold and foreign exchange re- 
serves can be found in the but moderate expansion 
of Peruvian exports during the war. Even by count- 
ing the goods sold but not shipped, Peruvian war- 
time exports fluctuated only between $15 and $20 
million a year above the pre-war years. At the same 
time, Peruvian imports increased almost as fast as 
the exports—Peru being an exception, in that re- 
spect, among the Latin American countries. The 
absence of any exchange control until last year has 
also been a factor, although not as important as is 
often believed. The export proceeds retained abroad 
by individuals (not surrendered to the Central 
Bank) were estimated at not more than about $15 
million during the 1941-44 period. 
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Among the liberated countries on the Continent 
of Europe, rehabilitation continues to make the most 
gratifying progress in Belgium and the Nether- 
lands. In Belgium particularly, now freed for more 
than a year, the average working man’s diet is now 
only 30 to 40 per cent below normal, and he can 
sustain his family once more without resorting to 
the black market. More clothing and footwear are 
becoming available at legal prices; the black market 
prices have been declining, partly because more 
goods are beiing imported and partly because the 
hoarded merchandise is reappearing on the market. 
The port of Antwerp is now being used almost ex- 
clusively for the unloading of civilian supplies. Ac- 
cording to Paul Kronacker, the hard-working Minis- 
ter of Supply, Belgium purchased and imported some 
$340 worth of goods up to the end of Septem- 
ber, nearly one-fourth coming from the United 
States. However, American credits are expected to 
be used up early next year and Belgium must then 
ask for more loans. 

As elsewhere on the Continent, the shortage of 
coal continues to be the principal obstacle to the 
speedier processing of raw materials, some of which, 
like cotton, have now been received in considerable 
quantities. As will be seen from the table below, 
considerable improvement has taken place since last 
February, but compared with prewar levels there 
are still large gaps. 

Belgian Industrial Production 
Average 1938 Feb.’45 Oct.’45 


Electricity ....... 100 65 91 
Consumer gas .... 100 22 74 
ett een 100 44 70 
Textiles 100 2 52 
SE eee 100 3 48 
Glass plate ....... 100 5 35 
Ee ne hi Sin: 100 3 32 
Iron and steel .... 100 7 31 
ee 100 4 


The situation in the Netherlands is not so good 
as in Belgium, but conditions even there are, never- 
theless, improving. For the first time such staples 
as flour are obtainable in sufficient quantities. The 
prices are not moving down yet as they are in Bel- 
gium; as a matter of fact, it is estimated that the 
Dutch Government spends currently around FI. 800 
million a year in subsidies to prevent the prices 
from rising from the present levels. 


Monetary Reforms 


Both Low Countries are in the midst of drastic 
monetary reforms intended to reduce the excess 
purchasing power and to balance the budgets. Bel- 
gium enacted early in November four measures, ex- 
pected to bring as much as 50 billion francs to the 
Treasury. They consist of: (1) transformation of 
the permanently blocked bank accounts into a re- 
deemable, non-negotiable 314% loan, (2) confisca- 
tion of all profits from trading with the enemy, (3) 
subjecting exceptional war profits to a 75% to 90% 
tax, and (4) imposition of a 5% capital levy on all 
forms of wealth. The Netherlands is in the midst 
of a painstaking census of wealth (even house 
search is permitted to tax officials) in preparation 
for a general capital increment tax and a capital 
levy. 
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The Belgian monetary reforms should bring 
enough revenue to cover a part of the budgetary 
defict in 1945 and 1945 and possibly to balance the 
budget in 1946, except for the settlement of war 
damage claims. In the Netherlands, the creation of 
a budgetary equilibrium is further off than in Bel- 
gium, but the Government is bent on rrastic re- 
trenchments wherever possible. 


Trade in Sweden 


During the past year Sweden has agreed to re- 
lief shipments or granted commercial credits to 
about a dozen European countries, involving thus 
far the equivalent of about $750 million. If a large 
credit to Russia is consummated the total will prob- 
ably be near $1,000 million. While some of the 
commercial credits, like those with Great Britain, 
Belgium, France, Poland, and Czechoslovakia pro- 
vide for a mutual exchange of goods, the movement 
has thus far been largely one-sided, meaning that 
goods have been moving out of Sweden to Great 
Britain or to the Continent and very little is being 
brought in to Sweden in return. This is particu- 
larly true about coal from Great Britain and Poland. 
The last coal deliveries from Germany to Sweden 
were made just about one year ago. Since then 
Swedish industries have been either using up the 
accumulated reserves (which are now nearly gone) 
or substituting wood for coal on a very extensive 
scale. Unless more coal is received, some of the in- 
dustries, such as machines and machine tools, are 
faced with a shutdown in a few months. 

How the Swedish trade was affected by these vari- 
ous trends during the first eight months of this year 
is shown in the table below: 

Value of Swedish Imports and Exports During the 
Jan.-Sept. Period (in millions of dollars) 





1939 1944 1945 
Imports to Sweden........ 435 338 152 
Exports from Sweden ..... 347. 150 247 
Trade balance ........... —88 —188 +95 


The accumulation of a favorable trade balance 
will probably be even more pronounced during the 
next year or so, until a better balanced exchange 
of goods is established. Swedes would like to see, in 
particular, the restoration of some trade with Ger- 
many which was before the war their best customer 
and the largest source of their imports. 

Meanwhile Swedish bankers are calling for mod- 
eration in the extension of further credits. They 
fear that the competition for the available goods— 
which are not too plentiful owing to the shortage of 
fuels and certain raw materials—may result in an 
increased inflationary pressure. Professor Bertil 
Ohlin, former League of Nations economist and 
Swedish Minister of Trade, flatly points out in the 
Skandinaviska Banken Quarterly Review that the 
accumulation of one-sided credit balances, particu- 
larly as far as Great Britain is concerned, may force 
Sweden “into a policy of bilateral equalization of 
commercial transactions,” meaning, in simpler 
language, that if Sweden extends too many credits, 
she may be confronted with the necessity of buying 
not in the lowest-priced markets, but in the coun- 
tries to which she has given credits, so as to get 
her money back. (Continued on page 300) 
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1€ In- Spools of nylon getting their last windup before being shipped. Whole batteries of Courtesy Dupont Co. 
5, are such machines will be kept busy to supply the enormous demand for textile products. 
varl- adequate inventories of the proper goods is another 
) year ‘ matter. 
ie : By H. S. COFFIN ats — yet—perhaps for a good many months 
g tne | , —civilian buying urges can only continue to en- 
TT S ON THE LIST of most family budgets at hance the already tremendous demand, for as ap- 
1945 | ~ the war’s end is a substantial provision for cloth- parel supplies gradually expand, millions of re- 
152 | ing. Between wear, tear and the moths, many a turning veterans released from service, both men 
QA7 wardrobe has long outlived its allotted span of life and women, must either obtain their new “civvies” 
rete and its renewal must take precedence over all other or remain indefinitely in khaki and blue. Wardrobes 
+95 long deferred purchases. Huge amounts of accumu- ¢arefully tucked away at the time of enlistment, 
Jance lated savings await only the reappearance of suits, generally have been far outgrown, thanks to mili- 
g the shirts, pajamas, dresses and hats in adequate sup- tary diet, so that “muster out pay” will go rapidly 
iange | Ply and at reasonable prices in stores throughout jnto the till of the clothier and haberdasher. As 
ee, in the country, to enter the stream of commerce. All average individual expenditures from this source 
Ger- of which spells large volume for the manufacturers are estimated at $300, total outlays for these essen- 
omer of these primary essentials but before the latent tial outfits may run to several billion dollars, and 
demand can be satisfied, considerable time is likely ag priority logically will accrue to returning service- 
mod- to elapse. Earnings potentials of leaders in this size- men, it can be easily realized why dad’s old top- 
They able but less frequently discussed industry deserve oat or frayed suit may have to last for still an- 
»ds— closer appraisal accordingly. other winter, and why the current dearth of white 
ge of The prolonged shortage of apparel in the shops, shirts and underwear constitutes a nation-wide prob- 
in an never more seemingly acute than at present, is due lem at present; so tight is the squeeze that even the 
3ertil to a multiplicity of factors all along the line, in- returning GIs and sailors can find goods for only 
and cluding lack of specialized fabrics, unsettled labor about half their requirements and retailers are im- 
1 the conditions, pricing handicaps and squabbles, plus the ploring Washington for some measure of relief. 
t the inevitable slow-down arising from the abrupt change- As for the apparel manufacturers, volume pros- 
rticu- over to civilian production. In the more or less. pects are indubitably bright, provided transitional 
force make-shift efforts to provide clothing for the home- delays in securing just the right quality and quan- 
mn of folks during the war, price restrictions tended to tity of textiles do not drag out unduly. This eventu- 
npler bring a deterioration of quality or thrust certain ality appears unlikely, as mills are rapidly replacing 
adits, classes of goods into a luxury range, while all-out military output with woolen and cotton fabrics so 
lying production of mills and manufacturers centered upon urgently in demand for civilian requirements, and 
oun- blankets and uniforms for the armed services. Physi- some improvement in the labor supply has been 
» get cal reconversion for the industry, to be sure, is a noted. During war years, employment in the woolen 
300) negligible problem, but to provide and build up mills dropped by about 24% and in the cotton mills 
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by 18% due to the draft and to higher wages of- 
fered by other industries, but signs point to a 
gradual return of mill workers to their old jobs. 
Although improvements in machine efficiency con- 
siderably reduced the downward trend in textiles 
output, total production may not reach the 1941 
level for quite a while yet, thus adding to the diffi- 
culties of the apparel makers. 

Clothing manufacturers have enjoyed prosperity 
on a broad scale during war years, net earnings gen- 
erally showing an impressive rise over the 1936-39 
average despite heavy excess profits taxes, labor 
shortages and a sharp uptrend in wage costs. Nor- 
mally, the industry enjoys more than ordinary sta- 
bility in its operations, although wide swings in 
sales occur for individual members of the group in 
line with changing demand for their specialties as 
fluctuations in the national income occur. Makers 
of luxury goods naturally exhibit above average 
volatility in volume and profits, but in dull times 
purchasers accustomed to high priced clothing when 
income is at upper levels drift into the market for 
' less expensive items, importantly stabilizing the 
operations of manufacturers producing this class of 
goods. Competition is of course keen, as capital re- 
quirements are a minor factor, and a legion of 
smaller concerns willing to sell on a slim margin 
usually keeps prices from running away. 

About 40% of the nation’s output of garments for 
men, women and children is manufactured in New 
York City, where the workers are highly unionized 
under the leadership of Sidney Hillman. The larger 
units in the industry throughout the country de- 
pend upon mass production, extensive advertising 
and maintenance of quality to establish popularity 
for their individual brands, and in the main their 
efforts have been strikingly, although not spectacu- 
larly successful. While the business of replacing ap- 
parel has interesting aspects of stability, its growth 
potentials are limited by the rate of increase in pop- 
ulation and fluctuations in purchasing power. Pres- 
ently, the accumulated latent demand and prospec- 
tive high level of national income combine to 
encourage expectations of quite prolonged prosperity 
for the industry, as evidenced by plans of several 
leading concerns for marked expansion in the imme- 
diate future. 


Efforts of the Government to hold the line on 
prices and to increase the supply of lower priced ap- 
parel have led to measures which currently are the 
cause of widespread debate. OPA has established 
its new M-328B ruling which grants AA-3 ratings 
for manufacturers who made clothing at $21 or less 
in 1943. Apparel makers of items in the lower price | 
brackets have been granted a slight increase in} 
wholesale prices although at the retail level any | 
improvement is strictly denied. In the mills, also, 
production of the fancier grades of woolens is rigidly 
checked in favor of materials more adaptable to 
lower priced garments, and the profit margins of 
convertors of these materials have been subjected | 
to a special price squeeze. With over 400 million | 
pounds of wool in the Government stockpile, a verita- | 
ble glut of raw material favors the general outlook, | 
but as long as Federal controls continue to restrict 
its usage, determine prices and allocate fabric sup- 
plies, some confusion is sure to exist. By early > 
spring, however, more and more goods will become | 
available for manufacturers to achieve capacity pro- | 
duction and during the foreseeable future volume 
and earnings of important concerns may reach 
record proportions. U. S. manufacturers produced 
23.6 million suits of clothes in 1939, making good 
money in the process, and as handicaps diminish | 
they could easily improve upon the record. 

Narrowing the picture to a few representative 
firms in the industry, the appended table supplies 
certain statistical information which may prove of | 
interest to the reader, and within space limitations 
we will briefly discuss the status of a few leaders. | 
Take Bond Stores, Inc., for instance; it both pro- 
duces and distributes its own output, operating 
some 59 retail stores in 20 states. Volume of this 
important clothier has climbed from $21.3 million in 
1937 to $51.4 million in 1944 and during this period 
net earnings per share have risen from $1.13 to 
$2.06, the latter despite an EPT burden equal to 
$4.05 per share last year. Since 1942, manufacture 
of women’s ready-to-wear. clothing has_ bolstered 
sales of men’s apparel. Ground has been broken for 
a new $5 million dollar plant to meet an anticipated 
increased demand. While a recent price of 38 for 
the shares has rather liberally discounted near term 
(Please turn to page 302) 









In Dollars Per Common Share 
Book NetCurr. Cash 1936-9 1944 1936-9 





*—After prior obligations. 
**—Year to date. 
(a)—Merger of Goodall Worsted Co. with Sanford Mills effective 
October 26, 1944. 
(b)—Not adjusted for 2!/2-for-I split March, 1944. 





Pertinent Statistical Data 


Value Assets* Items Avge.Net Net Avge.Div. 


Bond Stores(g) $13.52 $7.77 $14.80 $1.05 $2.06 $.55(c) $1.10 2.9% 3914-16% 38 18.4 $5.6  mill—$4.05 per sh. 
Cluett Peabody 20.98 17.06 9.83 2.00 2.51 1.48 2.00 3.9 53!/4-341, 51 20.3 1.04 mill— 1.53 per sh. 
Hart Shaffner & Marx. 37.81 33.83 15.29 5l 3.91 37'A(b) 1.60 3.9 4134-19!/2 4l 10.4 1.19 mill— 3.08 per sh. 
Hat Corp. of Amer. 5.83 3.42 2.83 97 .64 52 50 4.5 12%- 5% 1 17.1 056 mill— _.12 per sh. 
Goodall-Sanford .. 35.88 20.46 16.75 (a) 1.98 (a) 150 4.0 39 -25¥(t) 37 18.6 1.29 mill— 2.33 persh. 
Kayser, Julius, & Co... 33.57 26.60 17.18 1.25 sag) ae3K 1.40 3.1 45 -17 45 14.4 888 mill— 2.40 per sh. 
Manhattan Shirt 32.85 28.12 12.03 1.52 2.51 82 1.25 39 3414-183, 32 12.7 567 mill— 2.72 per sh. 
Phillips-Jones 40.15 23.26 7.01 def 3.33 1.55 Nil 2.00 7.7 27. -1I', 26 16.7 081 mill— 1.06 per sh. 
Stetson (John B.) 35.59 16.26 6.88 at 1.57 12! 1.00 4.5 22'/4- 8'/2 22 14.0 033 mill— __.14 per sh. 
Van Raalte Co. . 26.33 17.60 10.75 5.23'h) 2.46 2.87(h) 2.00 4.0 50!/2-28 49 19.9 1.2 mill— 4.80 per sh. 


Price 
Curr. Dividend 1944-45 Recent Earnings 1944 
Div.** Yield PriceRange Price Ratio Excess Profits Tax 


(c) —1937-9 average. 

(f)—Since January 15, 1945. 

(g)—All figures adjusted to reflect 2-for-I stock split July, 1945. 

(h)—Does not reflect issuance of 129,281 additional shares of 
common in 1944, 
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Six Stocks Below 1937 High 





ARMSTRONG CORK CO. 


BARS = NET INCOME 








LINE = NET SALES 
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BUSINESS: Armstrong Cork is the dominant domestic producer of lino- 
leum, cork products of all kinds, asphalt and rubber tile, and insulating 
fire brick. Additionally it is a large scale maker of felt-base floor cover- 


| ings, glass containers, metal cups and crowns, not to mention molded 
) plastics. Operations are conducted through seven divisions, handling 


some 360 products divided fairly well between consumer and durable 
goods. Business is of an international scope, with foreign sales handled 


) largely by subsidiaries located in England, Spain, France, Canada and 
| North Africa. The present company is the outgrowth of a business started 


in 1860, successful operations having permitted dividend distributions, 
except during 1932-33, in every year since 1895. Military demand during 
the war for the company’s regular products was heavy. 


» OUTLOOK: Reconversion problems for this concern are a minor factor 
| and with an increasing supply of essential materials, such as linseed oil, 
) schedules can be rapidly adjusted to meet an anticipated substantial 
| demand for the company’s diversified products. As the business is highly 
| mechanized, the factors of labor supply and wages are relatively less 


weighty. While sales may shrink drastically from the record peak of $124 
million achieved in 1944 when military orders swelled the total, they are 
likely to level off well above the prewar top of $57 million in 1940. 
Supporting this premise is the impressive latent demand for replacement 
of floor coverings and the promised boom in new building, which led to 
company plans to spend some $6.5 million for additional facilities. For- 
eign sales also are expected to be large. 

COMMENT: While wartime earnings were not at all commensurate with 
soaring volume, net per share has exhibited exceptional stability, 
amounting to $2.84 in 1944 against $2.86 in 1941, and last year's EPT 


| equalled about $3.80 per share. Operating costs of this concern are 


under skillful control and, given a satisfactory volume, net during the 
medium term should be well sustained, if not improved. The company's 
dominant position in the trade and good previous record make for an 
optimistic perspective after transition has run its course. This favorable 
outlook has been partly discounted by a current price-earnings ratio of 
20 to | for the stock, but further enhancement potentials should exist. 
MARKET ACTION: Recent price—5634, against a 1945 high of 5934 
and a range in 1937 of high—70!/2, low—30. Considerable volatility is 
indicated. 
COMPARATIVE BALANCE SHEET DATA 
($ millions) 


















ec.31 June 30 

ASSETS 1941 1945 Change 
(oS Sener eee 4.420 9.317 + 4.897 
Marketable securities ....... .247 2.170 + 1.923 
Receivables, net - ; . 8.894 8.859 — .035 
Inventories, net . 18.811 16.265 — 2.546 
Other current assets... ——— . 130 + .130 
TOTAL CURRENT ASSETS. . 32.372 36.741 + 4.369 
Plant and equipment. . 46.479 50.767 + 4.288 
Less depreciation - aaa inticius ee 27.102 + 5.000 
ETT Cl eRe ively / /, 23.665 — .712 
Other assets conical, Se 6.966 + 1.063 
Lio (Se 62.652 67.372 + 4.720 
LIABILITIES 

Accts. payable and accruals... 4.495 6.414 + 1.919 
Reserve for taxes secbioaes 4.330 -298(a) — 4.032 
Other current liabilities. .033 -950 + .917 
TOTAL CURRENT LIABILITIES. 8.858 7.662 — 1.1% 
Reserves ose 500 1.500 + 1.000 
Capital ___.. é 13.423 13.423 ae 
Surplus .. 8 : 39.871 44.787 + 4.916 
TOTAL LIABILITIES 62.652 67.372 + 4.720 
WORKING CAPITAL ..... 23.514 29.079 + 5.565 
Current Ratio . 3.6 4.7 + 1.1 


(a) After deducting $6.2 mill U. S. tax notes. 
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BUSINESS: For many years past, Blaw-Knox has enjoyed a substantial 
business as a manufacturer of various equipment for steel plants, high- 
way construction and public works, additionally producing numerous 
special items for radio networks, power houses and heavy industries. Just 
coming into production is a new plant to produce “White Glove” fuel, a 
clean-burning packaged unit made from a combination of compressed 
hard and soft coal, finely ground. Low cost and efficiency of this clean 
fuel enhances its potentials. Blaw-Knox products are sold mainly to 
domestic users, through several divisions of the company and by inde- 
pendent distributors throughout the country. Wholly owned subsidiaries 
in England and France manufacture and sell concrete mixers, cranes, 
earth moving equipment and steel forms. 

OUTLOOK: The expected above-average activity in the steel and con- 
struction industries should sustain volume at a considerably higher level 
than prewar, and Blaw-Knox should be able to show satisfactory postwar 
earnings. Forthcoming elimination of EPT will tend to widen profit mar- 
gins and operating profits will be enhanced with a return to more normal 
pricing policies than were permitted during large scale production of 
naval ordnance during war years. EPT in 1944 amounted to just about 
$6 per share and in the current year may be nearly as large, if not 
larger, for sales during the first half of 1945 were practically double 
those of the relative 1944 period. While 1946 sales may drastically de- 
cline, net earnings should be highly satisfactory because of the tax 
cushion and improved profit margins on better than prewar volume. 


COMMENT: This concern has no funded debt and only one class of 
stock, the latter held by less than 10,000 owners, not a wide distribution 
considering the size of the company. Prewar earnings were somewhat 
erratic due to the cyclical nature of the company’s business but in only 
one depression year was the concern slightly in the red. In all but four 
years of the last thirty, dividend distributions have been made. At recent 
prices, a yield of only 3% is obtainable but the price-earnings ratio of 
about 12 to | seems moderate in view of indicated prospects. 
MARKET ACTION: Recent price—19!/2, not much below the 1945 peak 
of 20!/2. High in 1937 was 29% and in 1941—I0!/4. The stock tends to 
fluctuate rather widely in price. 


COMPARATIVE BALANCE SHEET DATA 


\$ millions) 
ec. 31 Dec. 31 

ASSETS 1941 1944 Change 
Cash . 3.629 11.809 8.1 
U. S. Gov't securities. in 9.061 + 9.06! 
Receivables, net 3.472 19.495 + 16.023 
Inventories, net 8.667 29.842 +21.175 
Adv. coll. on account cr.4.531  r.31.274 = + r.26.743 
TOTAL CURRENT ASSETS 11.237 38.933 +27.6% 
Plant and equipment 16.813 16.212 —. 
Less depreciation 6.036 8.248 + 2.212 
Net property 10.777 7.964 — 2.813 
Other assets _ 1.120 2.031 + 911 
TOTAL ASSETS 23.134 48.928 +25.794 
LIABILITIES 

Notes payable 365 ees — .365 
Accts. payable and accruals 3.092 11.267 + 8.175 
Reserve for taxes 1.297(a) 15.452 + 14.155 
Other current liabilities... ANS 1.529 + 1.414 
TOTAL CURRENT LIABILITIE 4.869 28.248 +23.379 
Long term debt... patie nil eeaeaea 2.574 — 2.574 
Reserves 71 2.350 + 1.639 
CN a _ 11.120 11.520 ‘ 
Surplus 3.860 7.210 + 3.350 
TOTAL LIABILITIES 23.134 48.928 +25.794 
WORKING CAPITAL 6.368 10.685 + 4.317 
Current Ratio 2.3 1.3 — 1.0 


(a) After deducting $801,280 U. S. Treas. tax notes. 
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BUSINESS: From a start in 1869, Westinghouse Airbrake Co. has held 
its lead as the largest manufacturer in its special field, and now supplies 
about 75% of all air brake equipment used by domestic railroads. Union 
Switch & Signal Co., a wholly owned subsidiary, furnishes more than halt 
the railway, block and cab signalling devices used in the country, addi- 
tionally producing an important line of car retarders, automatic train 
controls, interlockings and crossing protectors. Another subsidiary, Bendix- 
Westinghouse Automotive Air Brake Co., 49% owned, is actively en- 
gaged with Bendix Aviation Corp. in the promotion of airbrakes for 
trucks and automobiles. In 1936-37, Westinghouse Air Brake sold its 
interest in an English affiliated concern at a substantial profit. 


OUTLOOK: Company owns the patents upon the new “AB” airbrakes 
which are now standard for new and rebuilt stock. Before the war, all 
interchange railway cars were under edict to carry this equipment, and 
about half of them had been installed when the program was interrupted 
after Pearl Harbor. Large scale resumption of this profitable business 
will importantly offset a drastic decline in output of military items, earn- 
ings from the latter source having been restricted by taxes and tight 
pricing. Prospective profits from normal production promise substantial 
improvement over recent years, considering potential volume likely to be 
well sustained by the introduction of inter-train communication systems 
and an increasing demand for safety signalling devices from most of 
the railroads. 


COMMENT: With only one class of stock and no funded debt, shares 
of Westinghouse Air Brake dre in a favored position as to dividend dis- 
tributions. Since 1875 the company has never failed to maintain an un- 
broken dividend record, and while conservative policies have held the 
rate in war years to $1.25 per share, working capital has been built up 
to a record level of $35.6 million. If earnings over the medium term do 
justify more liberal distributions, considerations of cash resources, there- 
fore, will be no deterrent. At prevailing prices a yield of nearly 4% is 
obtainable on the stock, and a price-earnings ratio of about 20 to | 
may not fully reflect postwar potentials. 


MARKET ACTION: Recent price—33% compared with 1945 high of 36 
and a range of high—5734, low—1734 in 1937. 


COMPARATIVE BALANCE SHEET DATA 






































($ millions) 
ec. 31 Dec. 31 

ASSETS 1941 1944 Change 
Cash ——_ 17.936 + 9.678 
Marketable securities 0 ECS 16.825 + 5.310 
Receivables, eet —______ ‘ 14.599 + 3.010 
Pn Oe ; 16.578 + 1.752 
Other current assets... i Be nin 
TOTAL CURRENT ASSETS. 46.7 65.938 +19.174 
Plant and equipment... R 20.204 + .913 
Less depreciation —.._ E 12.456 + 1.750 
Net property — A 7.748 — .837 
Other assets : 10.922 + .419 
ul MO a 84.608 + 18.756 
LIABILITIES 

Accounts payable and accruals... 4.126 4.787 + .66! 
Reserve for taxes... antes an 25.540 +14.481 
TOTAL CURRENT LIABILITIES... 30.327 + 15.142 
Deferred liabilities 263 -081 — .182 
Minority interest 001 -002 + .001 
Reserves 1.717 3.329 + 1.612 
Capital os 34.893 34.893 ae 
Surplus PS 15.976 + 2.183 
TOTAL LIABILITIES 65.852 84.608 18.756 
WORKING CAPITAL 31.579 35.611 + 4.032 
Current Ratio 3.1 2.2 — 9 
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BUSINESS: Woolworth, as the leading exponent of low-price merchan|_ 
dising, operates 2004 stores in the United States, Canada and Cuba) 
Additionally, the company owns 52.7% of the stock of an importan| 
British subsidiary and the entire capital stock of another one operating 
in France. Prior to the war, Woolworth owned a 97% interest in a 
German subsidiary, but has written off this investment. Purchases of 
merchandise for the numerous stores are made on @ competitive basis in 
the open market, for the company operates no factories. However, dis! 
tributing facilities are so ample that contracts at times cover the entire 
output of a given supply source. Since 1936, Woolworth policies have 
broadened to include handling of items priced progressively higher than) 
the original 10-cent limit which featured its earlier growth. ; 


OUTLOOK: By constant addition of new lines to sell as high as several 
dollars, Woolworth volume has registered a gain in every year sinc 
1936, and wider profit margins have held a slight downward trend in) 
net earnings per share, due to wartime taxes, to relatively modest dimen. 
sions. With mass purchasing power at very high levels, with an impend- 
ing lower tax bill and with reappearance of thousands of long abseni 
goods, prospects for postwar improvement in net earnings are bright) 
Sales for the first seven months of 1945 gained $12 million compared 
with the relative 1944 period. Volume in 1944 of $459 million compares) 
with $304 million in 1937 and could easily show a substantial further) 
gain next year. 


COMMENT: Conservative dividends of $1.60 per share have been) 
amply earned during every war year, and chances are good that with o 
return to normal conditions they may be restored to $2.40 per share, as} 
was paid during the prewar decade. 1944 net equalled $2.35 per share, 
after EPT tax of $1.46. Not all of future tax savings will accrue to net 
but the cushion is substantial. Since 1937, working capital has expanded 
from $57.3 million to $89.6 million at the end of 1944, suggesting tha! 
the management could afford to be liberal with shareholders, once vol- 
ume and profits continue their well established trend. 


MARKET ACTION: Recent price of 497%, while only one point below 
the year's high, compares with a high of 6536 in 1937, when funda 
mentals were less impressive. 


COMPARATIVE BALANCE SHEET DATA 





















































($ millions) 
Dec. 31 Dec. 31 

ASSETS 1941 1944 Change 

\ a 19.591 55.195 35.604 
U. S. Gov't securities. annie 28.925 +28.925 
Receivables, net 1.262 1.169 — .093 
Inventories, net 69.565 49.752 —19.813 
TOTAL CURRENT ASSETS... 90.418 135.041 +44.623 
Plant and equipment. 148.138 140.846 — 7.292 
Less depreciation 22.528 27.423 + 4.895 
Net property 125.610 113.423 —12.187 
Other assets 45.556 38.089 — 7.467 
TOTAL ASSETS 261.584 286.553 + 24.969 
LIABILITIES 

Notes payable -640 238 — .402 
Accts. payable and accruals... «3.010 15.237 + 2.227 
Reserve for taxes. 16.102 9.880 + 13.778 
TOTAL CURRENT LIABILITIES... _s-29.752 45.355 + 15.603 
Long term debt. 24.040 21.944 — 2.096 
Reserves 375 131 — .244 
Capital 97. 97.500 
Surplus 109.917 121.623 +11.706 
TOTAL LIABILITIES 261.584 286.553 +24.969 
WORKING CAPITAL 60.666 89.686 +29.020 
Current Ratio 3.0 2.9 — .l 
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Six Stocks 


WAYNE PUMP CO. 








UNE = NET SALES BARS = NET INCOME 
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BUSINESS: Wayne Pump Co. is the leading manufacturer of pumps 
and accessories for filling stations, garages and airports. Included among 
its numerous products are dispensing pumps for gasoline, kerosene and 
oil, air compressors, auto hoists, air scales and hose reels. Familiar to 
all motorists is the company's patented meter pump which records both 
gallons delivered and the amount of cash due, along with a cumulative 
tabulation of these items for the benefit of the seller. Royalties from a 
number of other manufacturers using this device add considerably to 
Wayne's income. The company does a worldwide business, having ac- 
quired S. F. Bowser & Co. Ltd., of London in 1937, and operating in 
Canada and Brazii, either directly or through wholly owned subsidiaries. 
18 warehouses are maintained in different locations throughout the 
United States. 

OUTLOOK: Military output since Pearl Harbor has comprised the major 
part of production, and while sustaining volume at approximately prewar 
levels, resulted in very little sales improvement. Profit margins were 
somewhat reduced on this Government business, net per share trending 
downward from $3.46 per share in 1941 to $2.60 in 1944, although in 
the latter year the company had no excess profits tax to pay. Postwar 
potentials are enhanced by the prospect of a huge expansion in travel 
by automobile and by air, with corresponding need for additional 
servicing equipment. Replacement demand will also be substantial, for 
during war years weather and bad usage have played havoc with the 
equipment of many a filling station and garage. With a return to more 
liberal profit margins, net earnings of this concern should trend upward. 
CCMMENT: Dividend payments during the past five years have con- 
sistently remained at a $2 annual rate per share, permitting the reten- 
tion of considerable amounts to bolster working capital. At the end of 
1944, this latter item equalled $4.8 million compared with $3.4 million 
in 1941, and the ratio of current assets to current liabilities rose from 3.6 
to 8 during the period. If postwar earnings again rise above the $3 
level, as is quite likely, further enhancement potentials of the stock are 
indicated. Sales of $8.3 million in 1944 compare with $10.1 million in 
1937, in which year net per share was $5.65. 

MARKET ACTION: Recent price—40!/, against a 1945 high of 41 and 
a range in 1937 of high—5034, low 20. Normally, stock volatility is 
above average. 


COMPARATIVE BALANCE SHEET DATA 



































$ millions) 
Nov. 30 Nov. 30 

ASSETS 1941 1944 Change 

ee a en ee 2.272 + 1.415 
Marketable securities —..... scat (eat 1.593 + 1.593 
Receivables. fe 623 — 1.701 
Inventories, net 1.564 1.054 — .510 
TOTAL CURRENT ASSETS..........00000_ 4.745 5.542 + .797 
Plant and equip t 2.468 2.694 + .226 
Less depreciation 1.059 1.403 + 344 
Net property 1.409 1.291 — .118 
Other assets 1.126 382 — .744 
TOTAL a EEO 7.215 — .065 
LIABILIT 
Accts. payable and accruals_._...__-____1.015 21 — .394 
Reserve for taxes -296(a) 068(a) — .228 
TOTAL CURRENT LIABILITIES... 1.311 9 — .622 
Deferred liabilities 015 Senco — 015 
Reserves .227 157 — .070 
Capital -289 .289 aS 
Surplus 5.438 6.080 + .642 
TOTAL LIABILITIES 7.280 7.215 — .065 
WORKING CAPITAL 3.434 4.853 + 1.419 





Current Ratio 3.6 
(a) After deducting $150,180 U. S. Treas'y tax 
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BUSINESS: American Locomotive Co. is one of the two most important 
factors in its special field and its record extends back for 45 years. A 
wholly owned subsidiary in Canada does a large business in that coun- 
try. In addition to locomotives, the parent company makes steel springs 
and wheels of various description, as well as steel pipe and equipment 
for oil refining. During the last decade, production has broadened be- 
yond the manufacture of steam and electric locomotives to include diesel- 
electric motive power for railway engines as well as diesel engines for 
other purposes. Six large plants in different localities provide facilities 
for large-scale production of the company's specialties. Sizable foreign 
orders lead to the establishment in 1944 of American Locomotive Export 
Co. to handle business of this character. 


OUTLOOK: During five years of war, sales totalled $1.1 billion, of 
which $864 million was of military character. Today there exists a huge 
latent demand for locomotives from our domestic railroads, while an 
abnormally large demand for the company’s products from abroad is 
bound to further stimulate sales. Profit margins on this important business 
should widen measurably over the narrow wartime ratios and relief from 
EPT will be an important factor. The company is reported to have a 
backlog of over $100 million in unfilled orders, and initial deliveries 
have already been made of the most efficient locomotives in its history, 
both steam and diesel-electric. 


COMMENT: To take care of postwar business, the company has built 
working capital up to more than $38 million, an $18 million gain since 
1941. Both volume and profits appear likely to better prewar levels for 
several years to come. While a sale of 400,000 shares of common stock 
to the public has somewhat diluted the share issue, the proceeds were 
used to retire some $12 million of preferred, in the process eliminating a 
sinking fund which amounted to 25% of net earnings. Ample finances 
and encouraging earnings prospects seem not to have been over-liberally 
discounted by current price for this stock. 


MARKET ACTION: Recent price—357 compared with high for the year 
of 37%, and a range of high—5754, low—14!/ in 1937. Cyclical influ- 
ences normally account for considerable volatility of share prices. 


COMPARATIVE BALANCE SHEET DATA 


($ millions) 
D 


















































ec. 31 June 30 

ASSETS 1941 1945 Change 
Cash 6.525 19.696 +13.171 
Marketable securities 2 742 13.566 + 12.824 
Receivables, set _________. 12.879 14.967 + 2. 
Inventories, net —_ 39.573 + 18.798 
Ue a =” Sr ~ 2.273 + 2.273 
TOTAL CURRENT ASSETS... 40.921 90.075 +49.154 
Plant and equipment 48.729 55.326 + 6.597 
Less depreciation RSE 22.896 32.645 + 9.749 
Net property 25.833 22.681 — 3.152 
Other assets 15.349 29.545 + 14.196 
TOTAL ASSETS 82.103 142.301 +60.198 
LIABILITIES 

Notes payable 5.850 ne — 5.850 
Accts. payable and accruals... 9.149 23.093 + 13.944 
Reserve for taxes 5.854 28.578(a) -+22.724 
TOTAL CURRENT LIABILITIES... «20.853 51.671 +30.818 
Deferred liabilities am 3.471 + 3.471 
Gov't contract acc't (contra)... 2.081 10.872 + 8.811 
Reserves 3.289 14.245 + 10.956 
Capital 39.035 33.839 — 5.1% 
Surplus 16.865 28.203 +11.338 
TOTAL LIABILITIES 82.103 142.301 +60.198 
WORKING CAPITAL 20.068 38.404 + 18.336 
Current Ratio 1.9 1.7 — 2 





(a) After deducting $5.3 mill U. S. tax notes. 
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Editorial: 


A BADGE of SERVICE 


By the time this is read, the Federal Government's final bond drive will have become history. 

Every possible reason for investing in War and Victory Bonds was brought home. Every reason was an honest one 
and not merely part of a national ballyhoo. It was every American's bounden duty to invest every dollar he could spare 
in these bonds. Now it is just as much his duty to hold on to them. It is to his advantage, as well as the nation as a 
whole, that he do so. 


Of late, however, an increasingly large number of holders of these bonds have been cashing them. Necessity may be 
the motivating reason in some cases, but the majority of holders are impelled by no immediate urgency beyond a 
desire to spend the cash, or invest it elsewhere. 

Aside from the very obvious investment merits of War and Victory bonds, and granting the natural desire to buy 
a new automobile or refrigerator, there is another consideration which may not occur to many of us. 

To you these bonds should stand for something much more important than cash or a new car. They mean that you 
have served your country well and generously invested your money, confident of final victory and a bright future. 


As a mark of their service, returning soldiers and sailors are wearing multi-colored ribbons—ribbons which they 
earned the hard way. Many a hard working company proudly displays and advertises its Army and Navy "E." Your 
bonds are your contribution to victory and should be a source of equal pride and satisfaction. 

Servicemen may lose their identity in civilian clothes, and companies may in time remove the "E's from their flag- 
staffs, but their ribbons and pennants will always be somewhere near at hand, a ready reminder that they "did their 
share." 

The War and Victory Bonds owned by the rank and file of our populace—owned even by the soldiers and sailors 
who actually fought the war—should be a cherished possession; your evidence that you have served and served well. 

Hold on to your War and Victory Bonds. 
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Building SECURITY 


{for the Professional Man through Insurance 


By EDWIN A. MULLER 


UILDING YOUR CAPITAL through Life Insur- 
ance can have a practical and significant mean- 
ing to the average man in professional activities. 
But, this concept is not always appreciated since the 
modern professional man is so very busy and often 
very little time and thought is given to his own 
personal estate plans. Yet they need such planning. 
This should not only be of immediate benefit while 
the insured and his family are living, but it will 
also preserve the economic status of his wife and 
children, thereby protecting his capital and provid- 
ing a sustained income for them. 

When a professional man finally takes “time-out” 
to discuss estate matters, I find that his old age fin- 
ancial status is one to which he has given little or 
no thought at all. His is a modified ‘‘carpe-diem” 
plan which is chiefly work for his patients and 
clients. His opportunity for accumulating a sub- 
stantial estate is measured by the number of years 
during which he can be a highly effective specialist. 
These are definitely numbered. 

It must be considered that we are now in a period 
of high taxes and low interest rates, which play 
havoe with the accumulation of wealth by an in- 
dividual. Conditions in the world are ever changing 
—we can always count on that. 





A few years ago a sizeable estate could be built 
by accumulation because rates of interest were vary- 
ing from 5% to 6%. Today, we have a much smaller 
income retention as a result of high income taxes 
with interest rates dwindling from 214% to 1%. 
Hence, there is a limitation for the accumulation of 
any sizeable estate even if the individual were to 

iii live his normal expectancy of professional practice 

cent and enjoy high personal earnings. eR 

| - vege Consider the financial disaster for his beneficiaries 
if he were to die in the early years of his highest 
earnings. 

ay be The initial equipment of a professional man is 

onda fhighly specialized. In the case of a doctor or 
dentist, high office and instruments are only of 

o buy nominal value. The same applies to the attorney’s 
library and office. In all such instances the individual 

tyou |himself is the “estate generator.” If the dynamo 
breaks down, the income flow ceases. There is rarely 

they the uninterrupted comfort of a high salary, or in 

se fact any salary, for this type of business man. 

The concept and value of life insurance must 
fl never be lost because of rare cases of high-pressure 
acl salesmanship to which the public has been unfortu- 

er Inately subjected. A prospect must clearly realize 
: that life insurance is merely a device with which 
oe we can accomplish the definite and distinct pur- 
well. 
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poses of continuously protecting the life time of 
man. Moreover, life insurance is the sole method of 
capitalizing immediately the loss of future earnings 
by reason of premature death. The cost which is 
often considered first, is quite low. 

All the individual needs to assume as an obliga- 
tion is approximately 3% of the face amount of 
insurance required; the balance of 97% will be as- 
sumed by the life insurance company with proceeds 
payable to the beneficiaries. This income in prac- 
tically all instances has preferential treatment for 
income tax purposes in that it is income tax exempt 
to these beneficiaries. This factor alone makes it so 
much more attractive. 

A large volume of present life insurance is held by 
insurance companies as trustees under various set- 
tlement arrangements, directing the holding and 
disbursing of policy proceeds. If such reinvestment 
of capital is essential for beneficiaries, it must also 
be a desirable investment of capital for the insured 
as well. 

As Governor Al Smith used to say, “let us look 
at the record” and consider the case of a dentist in 
my file of case histories. Dr. X was a man 43, mar- 
ried with three children. (Please turn to page 302) 


It is professional people like this doctor to whom insurance 
as a means of capitalizing earning power should appeal. 
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Home Building 
As An Investment 
In Security 











By A. COLEMAN BLUM 


| rage ene distinct in character from home-buying 
is home-building. The reasons are obvious. 
Home-buying means purchasing the product of a 
constructor who builds several properties simultane- 
ously, has at least some of the advantages of mass 
production. For him costs are generally lower. Ac- 
cordingly the ready-built product is somewhat 
cheaper. But since homes of this tailor-made type 
are often built in developments, and the construction 
of new, surrounding properties increases the value 
of the land considerably above that it had when the 
builder purchased, you must also expect to pay some 
premium on the ground. What you gain on the build- 
ing, therefor, you may lose on the land. 

There are other differences. Like a custom-made 
suit as compared with a ready-made, the built-to- 
order house will have precisely those fixtures you 

want, its layout will exactly match your desires; not 
the desires of the theoretical “average man” for 
whom the developer constructs. Yet the ready-made 
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may have a higher resale value than the built-to-f) 
order building. Builders (through long experience) | 
may know better than you do what makes a prop-) 
erty valuable. 

Today, however, you will have very little choice. Iff 
you must have a brand new home, and you must) 
have it immediately, then you must take one built? 
to order. . 

The home-builder in these happy postwar months,| 
is simply not home-building. : 

Here enter more factors. Although most controls? 
on home-building have been lifted by the govern-f 
ment, price-ceilings still bear down heavily on the) 
manufacturer of building materials. Accustomed, be-} 
fore the war, to producing a volume of business of} 
(let us say) $200,000 per annum, he was able to ex-} 
tract a profit of (let us say—again) 5 per ¢ent. 
Today, what with increased labor costs, price rises 
in raw materials, the materials producer can extract 
a profit of only 2 per cent. But during the period of | 
this reduction in profit percentages, something new | 
has been added: the present, huge backlog of build- | 
ing product demand. Today this same materials pro- | 
ducer could sell not a mere $200,000 worth of mate- 
rials a year, but some more interesting figure (let us 
say $1,000,000). 

A little arithmetic shows that this particular pro- 
ducer (who formerly cleared $10,000 per annum) can 
now make $20,000 from his business. Since this busi- 
ness of making building products goes on at rather 
larger volumes than we have used for illustration, | 
his profit-taking would actually be in larger figures. 
But he can easily pick up twice his 1940 net—if he | 
produces. 

Let us consider his market. In 1940 our (legen- 
dary) materials producer was still producing on the 
old basis. Builders were buying his products to meet 
a limited demand. The demand was limited by avail- 
able money, and there wasn’t too much of that. 
From 1900 to 1940 builders produced only enough 
housing to keep up with the formation of new family 
units in this country (even taking into account the 
building boom of the 20’s). The production of this 
period did not cover destroyed buildings (fire, flood 
and depreciation). It did not cover obsolescence. 


This was not the fault of the builder. Builders like 
building, thrive on it, make their living from it. But 
people did not have the money to buy homes. Build- 
ers do not build for a non-buying market. Accord- 
ingly the homes were not built. 

With the war, even this limited amount of produc- 
tion ceased. Even the newly-formed families were 
not supplied with living quarters. (And during this 
period, as vital statistics show, there were more new 
family units—of people, not buildings—formed than 
during any comparable period of time in the coun- 
try’s history.) 

Result: Big backlog of demand. 

During the same period, however, other changes 
went into effect in our economy. More people had 
more money than ever before. Despite taxes, inflated 
costs, and all the other (Please turn to page 304) 
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So You Want To Go 


By WILLIAM A. HOWELL 


HIS is the third of a series of discussions deal- 

ing with the qualifications and problems at- 
tendant upon the operation of a small business. 

Knowledge is the best insurance policy against 
the vagaries which lie in the path of a small busi- 
ness. And it is important that your knowledge be 
timely and up-to-date. Subscribe to a good trade 
paper. Today, practically every business has its own 
publication in which ideas are exchanged and latest 
developments discussed. Keep in touch with the 
major developments affecting the overall business 
picture. They may seem far removed from your one- 
man business, but the state of national business in- 
evitably has far-reaching consequences, and sooner 
or later you will feel the effects in your own busi- 
ness. A prolonged strike in Detroit, for example, 
may appear of little immediate concern to you, but 
if the outcome results in raising the price of some 
of your merchandise, you will have to be prepared. 


It is a good plan to keep a scrap book in which 
you collect items pertinent to your particular busi- 
ness. In this way they are always available for 
quick reference. It is also a good plan to join your 
local chamber of commerce. Meet your competitors 
and do not be reluctant to ask their advice, to give 
yours, and exchange ideas with them. 

Business “know how” must encompass a lot of 
things. To mention a few, the proprietor of a small 
business must be familiar with the type of mer- 
chandise to stock, the usual terms of sale, mark-ups, 
jobbers and other sources of supply, customer pref- 
erences, selling seasons, and inventory records. All 
of these requirements are best acquired through ex- 
perience, and for that reason a former salesman, 
chef, bartender, or service station employee has a 
decided advantage in starting his own business, 
over the prospective businessman who has had no 
practical experience in the business of his choice, 
basing his preference mainly on observation and 
personal appeal. If you lack the experience, try to 
make up that deficiency by serving an “apprentice- 
pl w six months or a year. It will pay you in 

e end. 


Be prepared to do a lot of paper work. A business 
which succeeds without complete and accurate rec- 
ords is rare, indeed. These records need not be com- 
plex but they should be up-to-date and so designed 
as to reveal the status of your business at any time. 
A record of cash income and outgo must be kept, and 
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equally important is some method of inventory con- 
trol and check. An inventory record is highly im- 
portant, regardless of whether your business re- 
quires a fairly large inventory, or whether your 
inventory is no more than a truck, some tools, and 
repair materials. 

Your inventory record will enable you to know 
when to order, what to order, which items are mov- 
ing fast, and which ones are not. If you are dealing 
with the right sort of jobber you will find that he 
not only knows many of your problems, but is in a 
position to render sympathetic advice. He will not 
try to over-stock you, nor will be unload unsatisfac- 
tory merchandise at your expense. If he is extending 
you a line of credit, he will have a pretty good idea 
of just how much and what sort of merchandise you 
can handle to mutual advantage, and without over- 
extending your credit. Your supplier will be ready 
with helpful selling hints, as well as such concrete 
assistance as window displays, advertising mats, 
etc. 

As soon as practicable, set up a budget for your 
business and watch it. A budget, particularly in the 
early stages of a small business, must of necessity 
be a flexible one. In time, however, experience will 
show how much should be allocated to operating ex- 
penses, salaries, advertising, reserve, working cap- 
ital, and other items. You will then be able to plan 
ahead with some assurance, and when any marked 
variations occur in the normal percentages, you be- 
come almost immediately aware of them and can 
take whatever action is necessary. 

You will want to build up a file of customers’ 
names and addresses. You will also want to have 
some check on the amount of business done with 
each customer, particularly if you have some type 
of retail or service establishment. If a customer 
fails to return after a reasonable length of time, 
you can seek him out and perhaps easily rectify any 
dissatisfaction which may have kept him awav. 

All of this may seem like a lot of tiresome detail. 
It is—but it is important. Proper attention to it may 
well spell the difference between success and failure. 
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MARKET TRENDS: The Magazine of Wall Street’s 
index of bond prices showed the following changes 
during the period indicated: 


On On 
Nov. 10 Nov. 24 
Forty Corporate Bonds .......122.2 122.7 + .5 
-Ten High Grade Rails ........ 116.3 117.2 + .9 
Ten Second Grade Rails ....... 279.8 282.6 +2.8 
Ten High Grade Utilities ..... 99.6 99.6 —— 
Ten High Grade Industrials ...105.5 105.6 + .1 
Ten Foreign Governments ......131.2 131.4 + .2 


The chart of the bond market for November 
shows two minor dips which subsequently were fol- 
lowed by a rebound which brought the average level 
of prices back to previous highs. In the high grade 
section of the list prices continued to fluctuate 
within a restricted range and so far as can be fore- 
seen, there is nothing which is likely to bring about 
any material deviation in this familiar pattern 
which has long characterized the market background 
of investment bonds. 

Following announcement that reorganization of 
Chicago, Milwaukee & St. Paul would be consum- 
mated on December 1, selected issues among rail- 
roads still in the process of being reorganized were 
in demand at advancing prices. Recently growing 
opposition to pending plans for reorganizing rail- 
roads and public utility holding companies has been 
noted. To what extent such opposition will be effec- 
tive in bringing about a modification in pending 
plans is difficult to say, beyond the likelihood that 
it may be a temporary market factor, resulting in 
sharp price changes in the securities affected. 

Among Latin American issues, the obligations of 
both Chile and Peru have displayed strength. Re- 
ports that substantial purchases of copper for do- 
mestic use are being contemplated, gave rise to the 
hope that some action 
might be taken by the 


Opportunities for Income and A ppreciation 


By JACKSON D. NORWOOD 


satisfaction is born of the improved earnings posi- 
tion of most of the roads and companies involved, 
and it is the contention of the opposing groups that 
present plans do not give sufficient weight to this 


condition and junior security holders are being un 
justly deprived of their rights and equities. Repre} 
sentative Reed of Illinois has introduced a bill in} 


Congress which calls for the immediate return to 
old stockholders of all railroads in reorganization 


whose average annual earnings for the past seven} 


years were sufficient to cover average annual fixed 
charges. 

There is also the Hobbs Bill, passed by the House 
but buried in the Senate, which was framed to pre- 
vent the elimination of stockholders in railroad re. 


organizations, Representative Reed’s bill was intro-| 
burg! 
be m 


duced on the eve of court approval of the St. Paul 
reorganization, but failed to hold it up. Commenting 
on the loss of shareholders’ equity, Federal Judge 
Igoe, who signed the court order, stated that inas- 


much as “many millions of dollars of senior securi-} 


ties are not being paid in full, I can see no reason 
why the common stock should be allowed to partici- 
pate under these circumstances.” 

In defense of pending plans of reorganization, 
proponents point out that these plans are based on 
a careful appraisal of longer term prospects and to 
adjust and modify them to reflect current conditions 
would only result in weakening the plan and cause 
costly delays. Opposition to proposed utility holding 
company plans for recapitalization is not as strong, 
but is nevertheless articulate. It remains for the 
courts and the SEC to take a firm stand. Passage 
of legislation along the lines proposed by Congress- 
man Reed would most certainly result in raising con- 
stitutional questions and delaying court actions. 
Pending clarification of these new factors, market 
action of affected issues will be sensitive to interim 

developments. 





Chilean government in re- 
suming bond amortization, 
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ASSOCIATED DRY GOODS 
$7 2nd preferred. ... In- 





which was suspended 150 
sometime ago. In the case 
of Peru, it was reported 
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iyears and currently, for the 39 weeks to October 


27, last, were nearly 14 per cent ahead of a year 
ago. Over the past six years average annual earn- 
ings available for the $7 dividend on the 2nd pre- 
ferred stock were equal to $28.45 a share, or better 
than four times the dividend. At the end of the 
1945 fiscal year, company’s net assets were equal 
to more than $400 per share of second preferred 
stock. The issue is outstanding in the amount of 
56,901 shares. This year, for the six months to 


| July 29, earnings on the 2nd preferred were equal 
fixed) 


to $19.55 a share, and compared with $12.35 a share 
in the same period a year ago. At recent levels 


around 139, the shares yield 5 per cent; they are 


non-callable. 


NOTES: The first interest payment on the new Pitts- 
burgh Consolidation Coal Co., 314% debentures will 
be made January 15, next. .. . Reports are current 
that a plan will shortly be made public which will 
provide for the maturity next August 1, of $1.7 
million 5% debentures of the U. S. Radiator Corp. 
Company’s earnings have recently shown considera- 
ble improvement. . . . Holders of American Ice 6% 
preferred stock have 90 days from Nov. 19, in 
which they can either turn in their shares for $100 
per share in cash, or exchange them for new 6% 
preferred stock. The present preferred is non-calla- 
ble, whereas the new shares are. .. . National Dairy 
will sell $50 million new 234% debentures, utiliz- 
ing the proceeds to redeem $50 million 334’s due 
1960, at 10514... . Jones & Laughlin Steel will re- 
deem 100,000 shares series B 5% preferred stock 
on January 2, 1946. Shares are convertible into com- 
mon at the rate of 3 shares of common for each 
share of preferred... . 
Entire issue of Rheem 


In Bonds and Preferred Stocks 


vestment. All of these issues offer a well protected 
return and in quality vary from high to medium 
grade. The investment rating of these issues is 
roughly in inverse ratio to the indicated yield. 


NEW ENGLAND POWER ist 3!,,’s 1961... . Although 
currently quoted about two points above the call 
price of 105, the better-than-average yield on this 
high grade issue merits consideration for conserva- 
tive investment funds. The company operates a 
hydro-electric system generating electric power for 
distribution and sale to a sizeable number of indus- 
trial consumers, municipalities and other utilities. 
Revenues during the war years responded to the 
stimulus of increased industrial demand for power, 
but even under more normal conditions coverage for 
fixed charges is accorded a wide margin of safety. In 
the first half of 1945, such charges were covered 
better than 18 times, while the average for the five 
years, 1940 through 1944, was nearly ten times. The 
Ist 314’s, outstanding in the amount of $9.3 million, 
comprise the entire funded debt and are secured by 
a first mortgage on all of the company’s fixed assets. 
Ratio of debt to net plant values shows a conserva- 
tive figure of 27 per cent. At recent levels around 
107, the bonds yield 3 per cent, on a current basis. 


NON-CALLABLES. ... Early in November, Illinois 
Central R.R. invited holders to tender fourteen is- 
sues of the road maturing in the years 1950 to 1952 
inclusive. The road offered to purchase up to $54 
million of these obligations, of which there are 
roughly $54.7 million outstanding. The offer expired 
on November 30, and announcement will be made on 
December 11 of the prices at which the company 
acquired the various is- 
sues. Of particular inter- 





Mfg. Co. 334% deben- 
tures will be redeemed at 
10214, on December 31. 
.. . Under the terms of 
the contemplated merger 
of American Rolling Mill 
and Rustless Iron & 
Steel, the conversion rate 
on American Rolling Mill 
414% preferred will be 
changed from originally 
one share of common for 
$50 par of preferred, to 
one share for approxi- 
mately $46 par value of 
preferred. 


CURRENT RECOMMEND- 
ATIONS. .. . Accompany- 
ing this discussion is a 
diversified list of bonds 
and preferred stocks 
which are regarded as 
suitable for current in- 


Bonds: 


Deb. 5's, 1950 


Northern Pacific 
Ref. & Imp. 4!/2's, 2047 
Ref. & Imp. 5's, C, 2047 


Southern Pacific Deb. 4!/’s, 1981 
Union Elec. Co. of Missouri 
Ist and Coll. 334's, 1971. 


Preferred Stocks: 


Baldwin Loco. $2.10 Pfd. 
Columbia Gas & Elec. $6 Pfd. 
Curtis Publishing $4 Prior Pfd. 
Sharon Steel $5 Pfd. 


Stokely-Van Camp $1 Pfd. 





*—After July 1, 1952. 





Suggestions for Current Investment Funds 


General Steel Castings 5!/2's, 1949 
International Tel. & Tel. Deb. 5's, 
New England Gas & Elec. Association 


New England Power Ist 4!/,'s, A, 


Pittsburgh Steel Co. Ist. 4!/2's, 1950 


Associated Dry Goods $7 2nd Ptd. 


Sou. Calif. Edison 514%, ($1.37!) Pid. 





est is the fact that all of 
the bonds involved are 

non-callable. 
—— ory am Following the example 
ie “ae ihe of Illinois Central, other 
1955 105 47. «1085 roads have taken similar 
action with respect to 
97 5 | 100! certain of their non-call- 
196) 107 3.0 105 able issues. Such roads 
105 43 110 were Southern Pacific, 
107 46 105* Chicago, Burlington & 
105 4.3 104 Quincy, and Southern 
104% 43 110 Railway. The extent to 
which bondholders accept 
— & 1092 | the Illinois Central offer 
139 5.0 N.C. will afford some measure 
40/7, 5.1 40 of the success likely to 
110 5.4 110 attend the efforts of 
75 5.3 75 these other roads. The 
i 3 90% action of these railroads 
2p 4.6 21 in endeavoring to antici- 
pate later maturities is 
understandable. With am- 
(Please turn to page 304) 
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Tax Selling 
Tax selling season is here, but 
there will not be much of it this 
year. A great many old losses 
dating back to 1937, and some 
even to 1930, have been made up. 
Even where there are losses 
available which can be used to 
offset profits, and thus reduce tax 
liability, most cash thus released 
will probably be switched prompt- 
ly into other stocks. Few people 
seem willing to leave cash idle 
these days. 


Profit Taking 


The idea that investors will do 
little or no selling in December, 
but take considerable profits in 
January when lower income taxes 
become effective, is now in vogue. 
We are suspicious of “pro- 
jected” market patterns, especi- 
ally when they have a following 
and seem logical. More often than 
not, the unexpected happens. The 
market might be weak in De- 
cember, strong in January; weak 
in both months; or strong in both 


months. We havenr’t any convic- 
tion about it, except that the pat- 
tern projectors probably will be 
fooled one way or the other. As 
for taxes, the trend is down, how- 
ever slowly. On this argument, 
would-be profit-takers might con- 
tinue to wait, anticipating some 
tax reduction effective in 1947. 
Meanwhile this bull market is 
getting old and gray-haired. 


Surprise 

Do you remember the dire pre- 
dictions of what would happen 
to employment and trade if V-J 
Day came fairly soon after V-E 
Day? They proved wrong. At the 
end of October, two and a half 
months after Jap surrender, un- 
employment was less than 1,600,- 
000, according to the Census Bu- 
reau. The dollar volume of re- 
tail trade is at new record highs, 
and would be still higher but for 
shortages of goods. The skies 
were never rosier for merchan- 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 


dising companies. They face 

booming demand for the coming 
Latest Year 
Period Ago 
9 mos. Sept. 30 ¢ .30 $1.81 
9 mos. Sept. 30 1.14 1.61 
9 mos, Sept. 30 2.26 231 
Sept. 30 quar. 53 59 
Year Aug. 31 81 1.67 
Year Aug. 31 1.02 2S1 
9 mos. Sept. 30 1.35 2.41 
9 mos. Sept. 30 2.94 3.29 
Year Sept. 1 2.49 3.54 
9 mos. Sept. 30 aa 86 
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FOR PROFIT AND INCOME 


year and_ beyond; 


hugely from repeal of the excess} 


profits tax; with few exceptions, 
they have no significant labor 
troubles. We have expressed 
bullishness on this group of 
stocks before. It was, and is, well 
founded. Recently they have been 
going to town. Last week those 


which failed to make new bullf 


market highs were conspicuous 
exceptions. 


More Estimates 

Though it can’t be certain, the 
odds today are that dollar trade 
in 1946 will top 1945 and that 
operating margins — except in 
upper-crust department stores 
which have to restore a number 
of customer services—will remain 
around present excellent levels, 
since big volume is the main 
thing that put them up. On these 
premises, here are some addi- 
tional “calculated possibilities” of 
1946 retail earnings under the re- 
duced Federal tax, compared with 
estimated 1945 results: Associ- 
ated Dry Goods $8 against $3.75; 
Best $4.25 versus $2; Gimbel $9 
versus $3; Grant $3.50 versus 
$1.50; Interstate $7 versus $3.40; 
McCrory $4.50 versus $2; McLel- 
lan $3.75 versus 1.60; Montgom- 
ery Ward $6.50 versus $4; 
Murphy $13 versus $5; Penney 
$12 versus $6; Kresge $3.50 ver- 
sus $1.75; Woolworth $4 versus 
$2.40. No wonder trade stocks are 
taking more of the market lime- 
light while over-bulled groups get 
a rest. 
In the Air 

Air express rates have been cut 
13%. That makes the basic rate 
—which is undercut a bit on some 
items—about 61 cents a ton-mile. 
That’s around 61 times ,rail- 
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freight charges. It is a coast-to- 
coast rate of about 73 cents a 
pound. In other words, air ex- 
press remains luxury business, 
best suited to expensive items of 
light weight. Admitting real pos- 
sibilities, this department lacks 
sonfidence in air line stocks at 
stratosphere prices. The trouble 
is that the possibilities can’t be 
figured in concrete terms. The 
e goes for the aircraft mak- 
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have growth potentials. 
green, with 432 stores, is one of 








prs, who are fighting for air line 
orders as never before. Not long 
ago Douglas was the market fa- 
vorite, then Lockheed, now Mar- 
tin. We wouldn’t gamble a guess 
on who'll it be six months hence. 
Drug Stores 

Drug store chains, of the type 
which sell almost everything 
from soup to nuts, appear to have 
a good outlook. Some of them of- 
fer much above-average stability 
of earnings and dividends, yet 
Wal- 


the biggest. It can probably earn 
close to $4 a share next year on 
the new tax basis, against $2.25 
last year. Present dividend is 
$1.60 and subject to increase. The 


stock sells around 40. Peoples 


Drug Stores has 130 units in 
seven states and figures to earn 
around $5 a share next year, 
against $2.32 last year. Dividend 


is $1.25. This stock is around 43. 


The lightly capitalized Cunning- 
ham Drug Stores operates 89 
stores in the Detroit area. It ap- 
pears to have earning power over 
$6 a share, ex-EPT, against $2.93 
last year. Dividend is $1.25. The 
stock is around 46. All are on the 
Big Board, but usually a bit in- 
active. As usual, the runners-up 
are cheapest on potential earn- 
ings, but Walgreen offers the 
highest yield. All are at the high- 
est prices on record or since 1929. 
That might suggest growth 
hopes, or pressure of unprece- 
dented surplus investment funds, 
or a foolish market. Take your 
choice. 

Two Chemicals 

Good chemicals are mostly 
high-priced and slower-than-aver- 
age in market swings. In the 
moderate-price class are Charles 
Pfizer & Co., and American Cy- 
anamid, the former now around 
34, the latter around 49. We 
hasten to add that Pfizer would 
be in the Blue Chip range except 
for the 3-for-1 split some months 
ago. It is not cheap by prewar 
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earnings or market standards. 
However, the company is well- 
diversified, is strong in the newer 
pharmaceuticals, has had remark- 
able growth in recent years, and 
can possibly net around $3 a 
share on a 38% tax basis. If so, 
the price, though advanced, is 
still on the low side for a good 
chemical. American Cyanamid is 
too well known to require discus- 
sion, except to say that its effect- 
ive Federal tax rate has been 
around 66%, and that on the re- 
duced rate net might be not far 
from double last year’s $2.19 a 
share, since much of wartime vol- 
ume gains will be held. This stock 
has passed 1937 highs, whereas 
some of the top-dog chemicals 
have not. 
Bonanza 

Schenley remains one of the 
most sensational bonanzas of this 
bull market. Earnings for the fis- 
cal year ended August 31 spurted 
to $9.19 a share, from $5.74 for 
the previous year. That does not 
tell the story. Stock dividends 
have increased the outstanding 
shares to 2,520,000. On the pre- 
war capitalization of 1,200,000 
shares, the past year’s net was 
over $19 a share. The stock, even 
before the splits, often sold for 
less than 19. Though normal com- 
petition will some day reassert its 
effects on margins, it is agreed 
that the outlook for some time to 
come looks good. Liquor is a low 
labor-cost business—for that and 
other reasons well suited to pros- 
per so long as consumer purchas- 
ing power is inflated. 
Good Yields 

In the present market there is 
necessarily something the matter 
with any common stock which 
yields over 5%. However, it may 


be an investment prejudice rather 
than something more solid. For 
instance, motion picture stocks 
long sold on a low price-earnings 
ratio basis because they were not 
considered to have “investment 
status.” The same was also long 
true of liquors. Both of these 
groups in time won merited favor 
on demonstrated earnings pér- 
formance. If the “pressure of in- 
vestment funds” means what it is 
supposed to, we can not see why 
it should not in due time lift the 
personal finance stocks: House- 
hold Finance and Beneficial In- 
vestment Loan. Some may not 
like it, but the business is legiti- 
mate, with a long record of good 
earnings. Household currently 
yields 5.1%, Beneficial about the 
same. Both dividends are below 
their 1936-1939 average and sub- 
ject to substantial increase under 
tax relief. There should be mod- 
erate appreciation possibilities 
merely on money-market consid- 
erations and prospective restora- 
tion of normal dividends. 
Dividend News 

Dividend news is mixed, but 
with more increases than de- 
creases. Some of the more impor- 
tant companies which have re- 
cently given the market a bit of 
cheer with favorable dividend 
changes are Southern Pacific, 
Eastman Kodak, Goodrich, Amer- 
can Gas & Electric, Richfield Oil, 
G. C. Murphy, J. I. Case and Amer- 
ican Sumatra Tobacco. Stocks 
still go up more on good dividend 
news than they go down on un- 
favorable dividend news. A num- 
ber of important increases are 
likely toward the end of the first 
quarter of 1946 where earnings 
automatically rise greatly on the 
new tax basis. 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 

Latest Year 

Period Ago 
Belding Heminway Co.......... 9 mos. Sept. 30 $255 $ .64 
First National Stores, Inc. Sept. 29 quar. 12 67 
Hupp Motor Car Corp... 9 mos. Sept. 30 49 18 
Montgomery Ward & Co..nccccccccccccccncnnneee 9 mos. Oct, 31 2.56 2.48 
Northern Pacific Railway 9 mos. Sept. 30 4.73 2.86 
Penn.-Central Airlines 10 mos. Oct. 31 1.72 .90 
Pet Waris Cos. 22 Sept. 30 quar. 1.22 98 
Schenley Distillers ............ Year Aug. 31 9.19 5.74 
Smith (A, O.) Corp Year July 31 9.09 8.73 
United Gas Conk = 9 mos. Sept. 30 92 66 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
- Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


2 
3 
4. No inquiry will be answered which is mailed in our postpaid reply 
5 


If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





London Subscrber Seeks Speedy 
Service 


I received your letter dated 24th Oct. 
last this A.M. and am enclosing check to 
again subscribe to your magazine. I broke 
off last year on account of the uncer- 
tainty of our remaining here but it looks 
as tf we were settled here for another 
year. 

I see by former issues that you have a 
special advice service whereby you guide 
investment of capital, when and what to 
buy and when to get out. How do you 
arrange this service for foreign sub- 
scribers where the time lag in correspond- 
ence ts so great, can this be done suc- 
cessfully by deferred cable collect? I be- 
lieve the fee was $75 per annum, Let me 
state my case. I formerly practiced den- 
tistry in Wiesbaden, Germany where you 
also sent me the Magazine. With the ap- 
proach of war we left but could not get 
any cash or securities out. We first went 
to Ostende, Belgium and on the outbreak 
of war came to England. My wife is Brit- 
ish and we have been living on her smallt 
income plus a certain amount of capital 
since war began. This is dangerous but 
could not be helped. Besides her capital 1 
have a small DEED OF TRUST, capital 
value at the moment approximately $5500 
—at the Fidelity—Philadelphia Trust Com- 
pany (I am a Philadelphian). While we 
were still in Belgium I invested the capt- 
tal of this trust in 150 shares of Curtiss 
Wright common at 9, these have netted 
me approximately 8% since 1939, and 200 
shares of Baltimore & Ohio common at 
75%, 100 shares of which I sold recently at 
235%, I, much to the disgust of the Trust 
Department, just let these shares lie un- 
disturbed throughout the war as I thought 
as I and our daughter are American it 
was wiser to conserve the American capi- 
tal. But now that the war is over another 
situation confronts me, our future must 
be considered under the chanaed condi- 
tions. Our English money is blocked, our 
German monev is blocked (will these 
American holdinas in Germany ever have 
any recogmtion?) Consequently I, as we 


286 


must remain in England for some time to 
come, feel it 1s wiser to look for capital 
appreciation of the American holdings 
rather than income from them, though 
naturally dividends would also be useful. 
At present the DEED OF TRUST holds 
150 Curtiss Wright common which I have 
limited to be sold at 9, and 100 Baltimore 
Ohio common (which, ‘by the way, I have 
been recommended by all means to hold by 
Philadel phian friends) and $2300 cash. 
There is an old saying, “When in doubt 
do nothing,” this I have done the last six 
years. Taking advantage of your offer of 
consultation on the subscription card en- 
closed I would ask your opinion now.” 


—Dr. B. E., London, England 

We welcome you back to our 
subscription list, as we do all for- 
mer subscribers in foreign lands 
who were cut off from us because 
of war dislocations. The weekly 
bulletins of our Investment and 
Business Forecast service should 
reach you in about two days via 
air mail. 

The bulletins are mailed out 
Tuesday evening, in time to be 
put aboard the Pan American 
Airways Clipper, leaving Wednes- 
day, the scheduled flight to Lon- 
don takes 17 hours. The air mail 
postage amounts to 30 cents. Or 
if you wish speedier service, the 
fast cable rate is 20 cents a word, 
10 cents a word for deferred ca- 
ble and $1.67 for twenty-five 
words, night letter. To these ca- 
ble rates must be added a 10% 
tax. 

We recommend retention of 
vour holdings of Baltimore & Ohio 
and Curtiss Wright common 
stocks, as these equities have not 


ae 


exhausted their enhancement pos-f 
sibilities. 


Central Hudson Gas & Electric 
Corp. 

Kindly advise financial condition and 
earnings of Central Hudson Gas & Elec- 
tric Corp. Am enclosing stamped envelope 
for your reply. 

—D. J., Brooklyn, N. Y. 

This company serves an exten- 
sive territory in the Hudson River 
Valley between New York City 
and Albany. Electric sales in 1944 
amounted to 337,326,441 kwh. and 
gas sales 1,368,320 M. cu. ft. Com- 
pany was incorporated in the 
State of New York in December, 
1926. To facilitate the recapitali- 
zation plan of Niagara Hudson 
Power Corp., the latter sold in 
September this year all of its 
holdings of 445,778 shares of Cen- 
tral Hudson Gas & Electric com- 
mon stock to a syndicate which 
disposed of same quickly to the 
public at $9.70 per share. This 
wider distribution of common 
stock should be helpful. 

Earnings: The following tabu- 
lar statement of earnings shows 
that the company’s per share 
earnings declined during the war 
years due to higher operating 
costs and taxes. This was true of 
public utility companies general- 
lv. Although company’s earnings 
declined to 49 cents per share in 
1944 as compared with 68 cents 
in 1943, it should be pointed out 
that in 1943 no excess profits 
taxes were paid, while in 1944 
excess profits taxes amounted to 
$459,000, equivalent to 31 cents 
per share on the common stock. 
It can therefore be seen that any 
reduction or elimination of the 
excess profits tax should bring 
per share earnings more in line 
with the pre-war earnings. 








Year 
1936 1937 1938 1939 
Pre-war 
earnings per 
SHANG. -.6:0% $1.01 $.95 $.88 $.88 
Dividends paid .80 .80 .80 .80 
Year 
1940 1941 1942 1943 1944 
War years — 
earnings per 
SUATC .isk.cis.< $.87 $.77 $.72 $.68 $.49 


Dividends paid .80 .74 .68 .68  .53 
(Please turn to page 301) 
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Business Activity recovered an additional 
0.7% during the fortnight ended Nov. 24 and is 
now only 4.5%, below last year at this time. Labor 
trouble in the steel, automobile and accessories 
industries, though irksome while it lasts, has thrown 
less than 3% of the nation’s workers into the idle 
class. Strikes that halt production of basic mate- 
tials are far more serious. The present dispue 
merely retards reconversion and so the chief dam- 
age to business activity lies in curtailing future, 
rather than current, production and re-employ- 


ment. 
*x * 


Of greater significance to the nation’s business 
volume is the just announced settlement of the 
West Coast Lumber strike. Healing of this sore 
spot will facilitate expansion in building construc- 
tion and furniture output, though some time must 
elapse before dried lumber can come back on the 


market. 
x * 


The O. P. A. in setting prices for new automo- 
biles at approximately the 1942 level and in re- 
fusing price increases to the steel industry until the 
1945 financial reports have been submitted for 
analysis, has complicated settlement of labor dis- 
putes in those industries; but the struggle will 


(Please turn to the following page) 
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MONEY AND CREDIT—Victory loan 
may be 50% oversubscribed. Fiscal 
1947 Federal budget estimated at $50 
billion. Inflation pressure grows. Food 
prices may rise 10% in first half of 
1946, 





TRADE — Department store sales in 
week ended Nov. 17 were 9% above 
last year, against increase of 11% for 
four weeks and year to date. Wholesale 
prices rise sharply; but September retail 
prices off fractionally. 





INDUSTRY—Business activity now only 
4.5°% under last year, despite strikes. 
Dividend payments in three months 
ended Oct. 31 were 2% above like 
period last year. 






COMMODITIES—AIll rationing ends, 
except for sugar and tires. Subsidies to 
end by mid-1946. Spot and futures in- 
dexes advance to new highs. 
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Inflation Factors 





Date 








Latest Previous 
Wk. or Wh. or 
Month Month 





Year 
Ago 


Pre- 
Pearl 
Harbor 


PRESENT POSITION AND OUTLOOK 














MONEY SUPPLY—Sb 


MILITARY EXPENDITURE (tf) $b Nov. 21 1.15 0.86 1.87 0.43 
Cumulative from Mid-1940_ Nov. 21 317.7 316.6 234.7 14.3 
FEDERAL GROSS DEBT—$b Nov. 21 264.2 262.7 211.4 55.2 















































































































Demand Deposits—I0! Cities... Nov. 21 39.8 39.5 32.2 24.3 
Currency in Circulation... Nov. 21 28.2 28.2 24.9 10.7 
BANK DEBITS—13-Week Avge. 
New York City—$b.. Nov. 21 6.43 6.24 5.53 3.92 
100 Other Cities—$b.. Nov. 21 7.46 133 7.47 5.57 
INCOME PAYMENTS—$b (cd) Sept. 13.46 12.67 13.67 8.11 
Salaries & Wages (cd)______ Sept. 8.75 9.02 9.38 5.56 
Interest & Dividends (ed)._..._-__ Sept. 1.38 0.49 1.32 0.55 
Farm Marketing Income (ag) Sept. 1.97 1.82 1.95 1.21 
Includ'g Govt. Payments (ag) Sept. 1.99 1.87 2.01 1.28 
CIVILIAN EMPLOYMENT (cb)m Oct. 51.9 51.2 53.9 52.6 
Agricultural Employment (cb). Oct. 8.9 8.8 9.4 8.9 
Employees, Manufacturing (Ib)_| Sept. 12.1 13.8 15.8 13.6 
Employees, Government (Ib). Sept. 5.9 5.9 6.0 45 
UNEMPLOYMENT (cb) m Oct. 1.5 1.6 0.6 3.4 
FACTORY EMPLOYMENT (ib4) Sept. 123 142 166 147 
Durable Goods Sept. 142 181 224 175 
Non-Durable Goods _...______. Sept. 109 112 120 123 
FACTORY PAYROLLS (ib4) Sept. 216 257 334 198 
FACTORY HOURS & WAGES (ib) 
Weekly Hours Aug. 40.8 44.0 45.2 40.3 
Hourly Wage (cents)... ]__ Aug. 102.5 103.2 1016 78.1 
Weekly Wage ($)...... Aug. 41.81 45.42 45.88 31.79 
PRICES—-Wholesale (ib2) Nov. 17 106.3. 106.1 = 104.1 92.2 
i Sept. 142.0 142.2 1389 1161 
COST OF LIVING (Ib3) Sept. 128.9 129.3 1265 110.2 
Food Sept. 139.9 1409 137.0 113.1 
SS ee ee a Sept. 148.2 146.4 141.4 113.8 
Rent Sept. 108.3 1083 1082 107.8 
RETAIL TRADE $b 
Retail Store Sales (cd)... Sept. 6.19 6.09 5.76 4.72 
Durable Goods ___. ————-| Sept. 0.90 O91 089 1.14 
Non-Durable Goods —______| Sept. 529 5.18 4.87 3.58 
Dep't Store Sales (mrb) ___. Sept. 055 048 0.52 0.40 
Retail Sales Credit, End Mo. (rb2) Sept. 2.19 2.15 2.12 5.46 
MANUFACTURERS’ a. 
New Orders (cd2)—Total.. Sept. 170 136 206 18 
Durable Goods Sept. 118 60 230 221 
=e Ses Sept. 202 184 191 157 
Non-Durable Goods ae P 
Shipm Te ie Sept. 215 221 269 183 
pments (cd2)—Total 
ati Sept. 227 261 372 220 
Non-Durable Goods _ Sept. 206 193 198 155 
BUSINESS | R 
Saal ee nim Ve 272-269) 27.7 26.7 
ee Sept. 165 164 IT. 
VS ee ae Sept. 3.9 3.8 4.0 4.6 
Bainte 2a Sept. 6.8 6.7 6.6 7.2 
Dept. Store Stocks (rb) —I..__.. Sept. 172 187 161 139 





(Continued from page 000) 


doubtless end eventually in compromise wage in- 
creases with at least partially compensating price 


advances. 


* * * 





The Edison Electric Institute reports that Electric 
Energy consumed in U. S. homes has more than 
doubled every 15 years since 1915, while the price 
per KwH is now less than half of what it was in 
1913. In the first 9 months of 1945 Electric Utilities 
had net profits averaging 2.5% above the like 
period last year. Net for the full year is expected 
to be about the same as reported for 1944. 

* * & 


Other developments of recent months, in addi- 
tion to Administration-sponsored boosts in basic 
wage rates, continue to add fuel to the spreading 
fires of Inflation. President Truman has signed the 
Tax Reduction Bill which will give individuals and 
corporations $6 billion more money to spend next 
year and prolong the period of Government defi- 
cit financing. The price of foreign silver has already 
been raised and special interests are lobbying for 
a price boost for domestically mined silver and 
gold. With Home Building Costs already 32% 
above 1940 and Living Costs up 29%, business 
interests are besieging Congress to abolish the 


OPA. 


* * * 


Scarcely a day passes without producing some 
news item that fits into the inflation formula: “A 
plethora of money with a scarcity of goods.” 
Among these is a recent prediction by the Bureau 
of Mines that this country’s known reserves of oil 
and many vital Minerals will be exhausted within 
20 years—zinc, 19 years; lead, 12; silver, 11; 
bauxite, 9; antimony, 4; while the exhaustion point 
has already virtually been reached for tungsten, 
platinum, mercury, asbestos, manganese and nickel. 


* * * 


Almost lost in the deluge of inflation news is the 
recent movement in Washington to restore Gold 
Coin to circulation. Enactment of such a measure 
without repeal of gold reserve provisions of our 
banking laws would prove to be disastrously de- 
flationary. Fortunately the chances for enactment 
of such a measure seem slim. 


* * * 


Government financial experts foresee a $50 bil- 
lion Budget for fiscal 1947. This would necessitate 
deficit financing and reduce the probability of 
further Tax Cuts in the near future. Senator Taft 
thinks deficit financing will continue until 1948 or 
1949. Meanwhile Victory Loan sales are going so 
well that the goal of $11 billion may be topped 
by 50% before the books close on Dec. 8. It looks 
now as though there may be no further Treasury 
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are trained to earn a ving 
Chapters will be devoted to bui 


—Investment Guidance 
for The Whole Family 


How to Build 


for Financial Independence 
in a New Age 


By John Durand 


—Especially Designed To Serve You, this book deals with the realities of today .°. . 
the new basis for investment and the means and avenues for employment of venture 
capital soundly placed . . . as we move from swiftly paced transition to peacetime 
expansion .. . for profit — income — capital growth — fortune building. 


—For Your Son, Your Daughter, for those in whom you are interested . . .it will sup- 
ply a link between earnings and savings . . . in this age in which men and women 


but lack the knowledge to manage their funds. 
ding for financial independence . 


.. even from small beginnings ... 


at all ages ... and through gradual building up of reserves, to supply a secondary income ... bring- 
ing security and confidence ... that means realization of your goals ... and dreams. 


infreduction 
—The World Today . . . Domestic Scene 
—Government in Industry and Finance 
Our National Debt . . . Interest Rates, Taxes, etc. 
Industry and Trade at Home and Abroad 
New World Industrialization; Growing’ State Capitalism 
Abroad; Political Aspects; Effects on U. S. 


PART I—Basis for Investment in This New Epoch 
Taking Stock of Yourself; Your Income; Your Expenses; 
Your Surplus 
What You Want Out of Life 

—-Building Capital Through a Savings Account . . . Through 
Insurance 
Insurance to Meet Objectives 
... Family Health. . 


. . . Educating Your Children 
. Travel . . . Retirement 


—Renting vs. Home Owning; Financing a Home; Real Estate 


as an Investment; Estate Building; Making a Will 
—Methods of Investing in Securities with Small Sums 


PART Il—Laying Out Your Investment Program 
—The Place of Bonds and Preferred Stocks . 
for Appreciation 
Common Stocks for Investment . . . Where More Desirable 
Than Bonds . . . For Speculation . . . For Capital Building 
—-How Your Capital Should Be Allocated 


.- for Income... 


PART Ill—How to Invest for Income: for Capi 
Growth; for Fortune Building 
—Great Companies Where Chiefly on an Investment 


Basis .. . Where Possessing Extraordinary Profit Potentials 
... For Short Term ... For Longer Term 
—Small Companies .. . Weighs Varying Status . . . Where 
Marginal . . . Where Low-Priced for High Capital Gains 
—Large and Small Companies of Fortune Building Type 
... for Venture Capital 
—Characteristics of "Inflation Hedge" Stocks 
PART IV—Programs to Meet Your 


J Object 
With Specific Selections 
Suggestions for Men and Women . . . Young and Old: 
—For Servicemen Starting Anew 


Programs for Personal Annual Incomes of: 


$4,000 — $7,000 — $10,000 
—Programs for Accumulated Funds of: 
$5,000 — $15,000 — $25,000 


—Building for Financial Independence 


Through Savings — Insurance — Investments 
Estates of $25,000 — $50,000 — $100,000 
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This work will be continued in our new feature — 
Building Your Future Income Department 


in each issue of The Magazine of Wall Street throughout the year. 
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OF WALL STREET - las in a New Age” 








The combination supplying the tools necessary for 
sound and judicious action in the epochal period ahead. 


The Preferred Gift 
@ Frererred BEG 
To Father. Son. Friends. Business Associates «to Yourself 


" ive the gift that lasts forever and can never be taken away — the priceless 
gift of knowledge ... the key to superior judgment. More than ever will it 
be essential as the basis for making plans in epochal 1946. 


Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you can 
give this year will provide greater service and cémpliment the recipient more than The Magazine of Wall 
Street. It will express your esteem ... your interest in his welfare . .. and 26 times throughout the coming year 
he will be reminded of your thoughtfulness. He will turn to the magazine with interest at first... then with 


eagerness .. . because he will find it profitable and good . . . and because he will gain an understanding of 
domestic and international affairs which be never believed he could acquire so easily. 
Give The Magazine of Wall Street to... “Like the Breath of Life on 


Ezekiel’s Valley of Bones. . .”’ 


Your Business Friends and Associates —- who will appreciate 
having such a reliable source of information. It will form a bond 
of interest between you and promote your business relations. 

Your Executives and Employees — who will acquire a broader grasp 
of the vast industrial and economic changes taking place. It will 
help to develop their judgment and vision. 

Your Son and Daughter — because it will assist them in acquiring 
the perspective they need to safeguard their financial future. 

Yourself — because it keeps you “ahead of events” in the world of 
finance and business . . . and is the best investment guide you can 
possibly obtain . . . regardless of price. 





in Addition--New §2.50 Book--FREE John J. Chalmers of New York writes us: 


“Enclosed is check for. another year’s re- 


Mail the coupon below with your remittance today. Your gift subscriptions will newal; also several Xmas Gift subscriptions. 


start with our Christmas issue and include a private-edition copy of our important “Ih d The M : f Wall S 
new book “How to Build for Financial Independence in a New Age” (described { “phen F ‘ gory v oe oereet 
on reverse side) immediately on publication; as well as a handsome Christmas or many years. Facts and figures to me are 


Gift Card. Each subscription also includes confidential-inquiry service — FREE. like Ezekiel’s Valley of Bones, the dry and 
dusty skeletons of the real thing. It remains 


for your magazine more than any other to 


seeeeee=" MAIL THIS SPECIAL GIFT ORDER TODAY ~~~~"~*"~"} breathe life into these dry bones. 


' 
; : ; - “I think your Magazine should be read to 
THE MAcAzINE OF WALL Street, 90 Broap Street, New York 4, N. Y. : essiny aia he going on in front of our eyes, 
C1) I enclose $10 —enter (or extend) my own personal subscription for one : and what goes on behind the scenes. Best 
year (26 issues). (J $17.50 for a special two years subscription (52 issues). - wishes for your continued success.” | 
Ee Se eee rerarereeriny preces for... .Xmas_ subscriptions 
each including a handsome Christmas Gift Card. $10 for the first 2 Gifts ait the Price of One 
subscription, $7.50 for each additional subscription. All subscrip- 
tions include Consultation Service—also FREE copy of “How to 1], The Magazine of Wall Street 
Build for Financial Independence in a New Age” (value $2.50). l year (26 issues), . ‘ $10.00 
: —Including Confidential Inquiry 
I na aoe he ooe us oh seuipes copa gags aabecken Sees eshbovch doar oe icLocc Service without additional cost 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago — Harbor 
ee ACTIVITY—i—pe Nov. 17 148.4 147.6 156.1 141.8 | ; 
(M. W. S.j)—1—ap_.___ Nov. 17 160.5 159.6 167.3 146.5 | (Continued from page 000) 
INDUSTRIAL PROD. (rb) —I—np Oct. 164 171 232 174 | offering until next summer. Loans subsequent to 
Mining ....... Oct. 119 134 143 133 | the next one might fittingly be called (financial) 
Durable Goods, Mfr.___.. Oct. 192 204 344 215 | “Defeat,” instead of “Victory,” loans. 
Non-Durable Goods, Mfr... Oct. 156 156 169 141 
* * os 
CARLOADINGS—t—Total Nov. 17 800 838 864 833 
Manufactures & Miscellaneous........... Nov. 17 354 366 408 379 | Cash Dividend Payments in the three months 
Mdse. L. C. L. Nov. 17 116 116 109 156 | ended Oct. 31 were 2% above the like period last 
Grain Nov. 17 56 57 52 ; =. year. Disbursements by the oil refining, textile and 
ELEC. POWER Output (K.w.H.)m Nov. 17 3,985 3,948 4,450 3,267 | lumber industries were up 11%, paper and print- 
SOFT COAL, Prod. (st) m Nov. 17 114 12.5 123 10.8 | ing, 8%; but the railroads paid 27% less and gas 
Cumulative from Jan. I Nov. 17 506 495 554 446 | utilities 9%. 
Stocks, End Mo... Sept. 53.3 51.1 64.9 61.8 | ples 
PETROLEUM—(bbis.) m | : ; ’ ; 
tle Geet, Cale Nov. I7 45 45 4.7 41 | Estimated net income for Class I Railroads in 
Gasoline Stocks Nov. 17 81.0 78.2 78.7 87.8 September dropped to around $10.2 million from 
Fuel Oil Stocks se Nov. 17 45.6 45.9 63.5 94.1 the $55.5 million reported for Sept., 1944. Much 
Heating Oil Stocks____. Nov. 17 45.3 45.1 47.2 54.8 of the slump is attributable to bookkeeping policies 
LUMBER, Prod. (bd. ft.) m Nov. 17 270 279 577 632 in speeding up tax accruals, amortization and de- 
Stocks, End Mo. (bd. ft.) b._... Oct. 3.2 3.2 3.8 12.6 | ferred maintenance charges. The carriers can now 
STEEL INGOT PROD. (st.) m Oct. 5.62 5.98 7.62  6.96| Plead poverty while wage boost demands are 
Cumulative from Jan. | Oct. 67.5 61.9 74.5 74.69 | being arbitrated. 
: * * * 
ENGINEERING CONSTRUCTION 
AWARDS (en) $m Nov. 22 46.1 76.3 23.2 93.5 | Stockholders of Motion Pictures companies 
Cumulative from Jan. |_-_._ Nov. 22 1,992 1,946 1,601 5.692 | : nce 
| will probably benefit from elimination of excess 
ag <n a profits taxes next year; since the industry reduced 
Paperboard, New Orders (st)t........... Nov. 17 123 162 136 165 dake and’ bull | bball een 
Wood Pulp Stocks, End Mo. (st). Sept. 67.7 724 69 «2965 |°. — 5 = ms ig sacle wo or 
U. S. Newsprint Consumption (st)t... Oct. 338 305 301 352 — oe ee nee ee weenie 
Do., Stocks, End Mo. occu Oct. 4il 436 529 523 wages in other industries than it loses through its 
Whiskey, D'm’'stic Sales _ - }m Sept. 5.2 4.7 5.7 8.1 own higher labor costs. 
Do., Stocks, End Mo... ee Sept. 327 328 341 506 





Ag—Agriculture Dep't. b—Billions. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. 
tons. m—Millions. mpt—At Mills, Publishers and in Transit. 
out compensation for population growth. 
Charge accounts. st—Short tons. t—Thousands. 


cbh—Census Bureau. 


pe—Per capita basis. 


cd—Commerce Dep't. 


cd2—Commerce Dep't., Avge. Month. 1939—100. 
en—Engineering News-Record. |—Seasonably adjusted Index. 
Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. It—Long 
mrb— Magazine of Wall Street, using Federal Reserve Board data. np—With- 

tbh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 


tf—Treasury and Reconstruction Finance Corp. 
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Nov. 17 Nov. 24 




















No. of 1945 Indexes 

Issues (1925 Close—!00) High Low 

290 COMBINED AVERAGE ..._. 160.5 105.0 160.5R 
4 Agricultural Implements __.... 207.4 160.5 207. 4H 
10 Aircraft (1927 Cl—100).. 229.6 156.0 229.6E 
6 Air Lines (1934 Cl.—100)._. 1097.8 559.6 1069.8 
5 Amusement «324 78.9 125.2 
13 Automobile Accessories _. 275.7 178.2 275.7Z 
12 Automobiles _.. == sCSI I 33.8 51.1Q 
3 Baking (1926 Cl—100)._. 21.1 14.3 21.1H 
3 Business Machines _.......... 283.7 221.3 278.3 
2 Bus Lines (1926 cl—100) — 167.5 123.5 163.5 
4 Chemicals . 233.1 189.2 232.5 
4 Communication sucstees “OR 73.5 96.2) 
13 Construction 63.9 42.3 63.9H 
7 Gontainers ........... 396.6 276.5 396.6Z 
8 Copper and Brass... 108.5 74.8 108.5F 
2 Dairy Products ... 66.2 47.6 65.1 
5 Department Stores .. cos UD 39.8 76.2 
5 Drugs and Toilet Articles. 197.5 117.6 197.5R 
2 Finance Companies 297.0 222.1 2722 
7 Food Brands . 206.9 134.5 201.5 
2 bead stems. .., FEF 56.1 76.6 
4 Furniture 107.1 81.6 105.4 
3 Gold Mining ~...........----- 1258.4 - 938.3. --:1258.4G 


156.3 


204, | 
223.8 
1056.0 
132.4Q 
259.7 
49.2 
20.7 
273.4 
167.5U 
224.9 
93.4 
62.8 
385.5 
108.2 
62.8 
77.6R 
187.9 
262.8 
195.1 
73.9 
100.9 
1195.4 


(Nov. 14, 1936, Cl—100) High Low Nov. 17 Nov. 24 
100 HIGH PRICED STOCKS. 100.27 73.59 100.27H 96.73 








100 LOW PRICED STOCKS... 195.67 112.22 195.67Y 191.93 
6 Investment Trusts 8.7 44.7 68.7F 67.2 
3 Liquor Liga 1—100).. 912.3 391.0 912.3Z 865.4 
8 Machinery _. NON rrea . 137.5 194.5 190.0 
2 Mail Order _ swan, SAGE 96.7 143.4 136.9 





Meat Packing _ epeee ene | 68.6 119.8M 116.3 


Paper 
2 
! 


Petroleum 


Public Utilities 


Metals, non-Ferrous _.._.-.. 225.7 149.0 225.7H 218.2 


33.2 18.9 33.1 32.4 








- 185.7 142.5 185.4 185.7Z 
138.9 55.4 138.9F 130.4 


Radio (1927 Cl.—i00)....._ 34.9 27.5 34.5 34.1 
Railroad Equipment _...... 92.4 68.9 91.5 89.5 


2 


Railroa 


ds 


ET 22.8 36.3 35.5 





Shipbuilding 


Steel and Iron... 


Seater 125.9 89.9 125.90 122.3 


sas 394.8 580.6Z 563.7 
meme | 82.8 118.2H 114.0 








Suger 72.1 55.2 71.0 72.1R 
Sulphur 247.9 173.5 242.3 243.0 
Textiles __ ee, WOE 58.5 115.7R 113.2 
Tires and Rubber. .. 44.6 33.9 42.7 41.2 


Tobacco 


94.9 67.5 94.3 91.9 





Variety Stores ____. 320.0 255.6 320.0H 301.3 


2 


3 
1 
3 
2 
9 
5 
7 
| 
2 
3 Soft Drinks __..... 
2 
3 
2 
3 
3 
5 
2 
| 


Unclassified (1934 Cl.—100) 146.2 100.0 146.2A 141.0 
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New HIGH since: A—1944; D—1941; 


E—1940; F—1939; G—1938; H—1937; J—1936; M—1I933; P—1931; Q—1930; R—1929; 
U—1926; Y—Nov. 14, 1936. Z—New all-time HIGH. 
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Continuing excess of demand for cash grain over current 
supplies again carried spot and futures commodity price in- 
dexes to new high records during the past fortnight, despite 
| Senator Thomas’ announcement that he is not planning further 
action on his bill to raise parity prices for farm products, at 
least until after the first of the year. Wheat shipments are 
scheduled above export capacity until next July 1. The visible 
supply of corn is now less than half of what it was a year ago. 
Repeating its performance after the 1918 Armistice, rye has 
risen to considerably higher prices than wheat. European re- 
serves are exhausted and the U. S. crop is 13 million bushels 
short. There is a shortage of high grade cotton, and Agricul- 
ture Secretary Anderson announces that no restrictions will be 
placed on the size of the 1945 crop. All rationing, except for 


Trend of Commodities 


sugar and tires, is now ended, and subsidies are being re- 
moved one by one. Federal agencies predict that, in conse- 
quence, the average grocery bill will increase at least 10%, 
by next summer. Secretary Anderson says that more meat 
will be available next year for Americans, even after shipping 
1.3 billion pounds abroad. World production of beet sugar 
this year will be 139% under 1944. Sugar rationing may con- 
tinue even after the OPA goes out of business. It could be 
done through the CCC, which is the sole buyer of Cuban sugar. 
The Agriculture Department figures that only a little less than 
five pounds of food a day per person will be available next 
year for American civilians, even after exporting 16 million 
tons (enough to feed 25 million people in war-ravaged 
countries). 
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Date 2Wk. | Mo. 3Mo. 6Mo. Yr. Dec.6 

Nov.24 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities... 187.0 186.6 185.8 184.2 183.8 181.5 156.9 
11 Import Commodities... 168.9 168.9 168.9 168.9 169.0 168.7 157.5 
17 Domestic Commodities... 199.7 198.9 197.6 194.9 194.0 190.3 156.6 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High ............106.41 98.13 96.57 88.88 84.60 64.67 54.95 82.44 
Low . a 93.90 92.44 88.45 83.61 55.45 46.59 45.03 52.03 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

Nov.24 Ago Ago Ago Ago Ago 1941 

7 Domestic Agricultural ... 232.4 232.3 230.3 225.0 228.4 222.2 163.9 
12 Foodstuffs i nnnnnnnnne 212.9 211.8 210.2 208.1 209.6 260.9 169.2 
16 Raw Industrials... 169.4 169.5 169.2 168.0 166.3 164.3 148.2 





RAW MATERIALS SPOT INDEX 


100 AUG. SEPT. OCcT. NOV. 
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14 Raw Materials, 1923-5 Averages equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1945 1944 1943 1942 1941 1939 1938 1937 
High ............ 98.8 97.6 96.0 89.1 85.7 783 65.8 93.8 
OW 96.7 94.9 89.3 86.1 74.3 61.6 57.5 64.7 
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World Oil Picture Today 





(Continued from page 255) 
future of much of Latin Ameri- 
ca’s petroleum exports may be 
tied up with it. Noimally Europe 
is Latin America’s principal out- 
let for its petroleum products. 
Decisions following implementa- 
tion of the Pact may determine 
how much oil Latin America can 
sell to European countries in the 
years ahead. Currency problems 
may also enter as a factor. Con- 
versations preceding conclusion of 
the Oil Pact indicated that ex- 
change considerations might re- 
quire emphasis on sterling area 
oil (Middle East) in determining 
British imports to the detriment 
of oil exporters in dollar areas 
(Latin America except Trinidad). 
If so, this might mean a consid- 
erable shift in markets and per- 
haps even cause a temporary sur- 
plus in Latin American produc- 
tion, much of which is controlled 
by American interests. 

At one stage during the war, 
3ritain obtained the bulk of her 
oil needs from Venezuela and 
Trinidad. With Middle Eastern 
production soaring, that reliance 
is lessened; the postwar may wit- 
ness a stiff competitive battle for 
the British market between Mid- 
dle Eastern and Latin American 
oil exports. 

But the outlook, as far as Latin 
American oil production is con- 
cerned, is by no means one-sided. 
Even should important European 
markets be lost to the Middle 
East, increased domestic needs— 
as Latin American industrializa- 
tion progresses — and greater 
U. S. imports to conserve domes- 
tic resources should provide quite 
satisfactory outlets once the post- 
war readjustment period is over. 
Thus there is no halt in Latin 
American exploration and devel- 
opment work and production es- 
pecially in the important Vene- 
zuelan oil fields continues to climb 
and now has reached almost one 
million bbl. a day. The U. S. is 
expected to take a growing share 
of this output. 

That all these trends and im- 
plications are of eminent inter- 
est to American oil companies, es- 
pecially those possessing foreign 
crude reserves, goes without say- 
ing. To the extent that shifts in 
markets and marketing potentials 
may occur as a result, to that 
extent will companies become in- 
volved that now hold substantial 
oil properties abroad. While it is 
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too early to attempt evaluation 
of exact effects, it is a reasona- 
ble expectation that shifts in 
markets may eventually become 
significant. These shifts, however, 
and any possible change in Amer- 
ican import policy, may be im- 
portantly determined by formula- 
tion of a definite national oil pol- 
icy and final broadening of the 
Anglo-American oil agreement to 
include other countries, both pro- 
ducers and consumers. 

With $2.5 billion invested in oil 
properties abroad, the American 
oil industry’s stake in foreign oil 
is a major one. Investors will be 
interested in how individual com- 
panies stand in the foreign oil pic- 
ture, hence a summar¥ is ap- 
pended showing where and to 
what extent individual companies 
are involved abroad. 

Amerada Petroleum holds the 
controlling interest in Esperanza 
Petroleum Corp., which has ex- 
tensive leaseholds in Venezuela 
but is not at present engaged in 
active drilling or production. 

Barnsdall Oil Co., through a 
subsidiary, the Barnsdall South 
American Gorp., owns jointly 
with Standard Oil Co. of Ohio, 
Venezuelan concessions of over 
400,000 acres. 

Creole Petroleum Corp. is the 
largest producer of Venezuelan 
crude oil and owns two refineries 
with a total capacity of about 
40,000 bbl. daily. Venezuelan con- 
cessions held total about four mil- 
lion acres, of which 2.8 million 
acres are wholly owned. 

Gulf Oil Corp. has sizeable 
holdings in Venezuela where the 
company ranks among the big- 
gest producers. Also holds half 
ownership in an oil concession 
covering the State of Kuweit, in 
the Persian Gulf area, in addition 
to numerous other foreign inter- 
ests. 

Pantepec Oil Co. is an impor- 
tant producer of Venezuelan 
crude oil. Some properties are 
jointly owned with Creole Petro- 
leum Corp. Also has an agreement 
with Atlantic Refining Co. provid- 
ing for drilling by Atlantic on 
certain concessions. 

Phillips Petroleum Co. holds 
undeveloped foreign leases total- 
ling some 1.5 million acres in Co- 
lombia, Venezuela and Canada. 

Pure Oil Co. has a 75% inter- 
est in Dominican Seaboard Oil Co. 
but exploratory work in the Do- 
minican Republic has been post- 
poned because of wartime mate- 
rials shortages. 

(Please turn to page 292) 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. Thisis number seventy-eight of a series. 
ScHENLEY DisTILLERS Corp., NEw YORK 


Trends 


These days when most of the whiskies 
available to the American consumer are 
blends, that is, aged straight whiskies 
blended with American grain neutral 
spirits, quite a number of people seem to 
be confused about “grain neutral spirits” 
as compared to “whiskey.” Let’s see if 
we can’t eliminate some of this confu- 
sion. 


The definition of straight whiskey is, 
in part, as follows: 


“Straight whiskey is an alcoholic 
distillate from a fermented mash of 
grain... 


The definition of grain neutral spirits 
starts out exactly the same as that of 
straight whiskey: 


“Grain neutral spirits is an alco- 
holic distillate from a fermented 
mash of grain... ” 


So far the definitions run _ parallel. 
But grain neutral spirits is distilled at a 
considerably higher proof than ‘“whis- 
key.” It is more highly refined—has 
become “neutral” in the process of its 
higher distillation. It has been “stripped” 
of practically all of the flavor elements 
natural in whiskey, which is distilled 
at a lower proof. In other words, grain 
neutral spirits is “lighter” than whiskey. 


“Grain Neutral Spirits” alone, con- 
sumed at the same proof as your favorite 
whiskey, would not be sufficiently flavor- 
ful. Neither would coffee, if by some 
process you would extract its essential 
oils—its flavor elements. But the ex- 
pert blender, and he is a rara avis in- 
deed, knows how to blend together a 
number of compatible types of aged, 
straight whiskies in proper proportion 
and sequence, together with grain neu- 
tral spirits, thereby creating both a light 
and flavorful blended whiskey. 


This company, Schenley, which pro- 
duces both blended and straight whis- 
kies is, like any other alert business, 
vitally interested in public preference, 
and, while it believes that there will al- 
ways be some demand for straight whis- 
kies, particularly on the part of older 
consumers, blended whiskies, instead of 
the heavier types, will become increas- 
ingly popular. 


And it is interesting to study the 
trends in recent years in the British 
Empire. Our British cousins also pre- 
fer a “light” whiskey. Scotch, you 
know—is a blended whiskey. 


MARK MERIT 


of ScHENLEY DistILLers Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 

Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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time. 


PREPAYMENT OFFER 


to holders of 


PACIFIC GAS AND ELECTRIC COMPANY 


FIRST AND REFUNDING MORTGAGE BONDS 
OF SERIES I (314%) DUE JUNE 1, 1966 


$49,000,000 principal amount of the above described bonds, drawn by lot, 
of a total of $49,927,000 principal amount issued and outstanding, have been 
called for redemption on January 1, 1946. 


Holders and registered owners of called bonds desiring to receive immedi- 
ate payment of the full redemption price (including premium and accrued 
interest to January 1, 1946) may do so upon presentation and surrender of 
such bonds at the office of City Bank Farmers TruS® Company, 22 William 
Street, New York, or at the office of Pacific Gas and Electric Company, 245 
Market Street, San Francisco, or at the office of American Trust Company, 
464 California Street, San Francisco. Coupons for interest due December 1, 
1945, or prior thereto, if presented with the bonds, will be paid at the same 


Attention is directed to the fact that not all outstanding Series I 344% 
Bonds have been called for redemption. A list showing the serial numbers of 
the bonds called may be obtained on request at any of the offices above noted. 


Paciric GAs AND ELectric CoMpANY 
By Raymonp Kinoic, Secretary. 
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(Continued from page 291) 

Sinclair Oil Co. through the 
85% Venezuelan Petroleum Corp. 
has important crude production 
developed in Venezuela. 

Socony-Vacuum Oil Co. con- 
ducts important foreign refining 
and marketing operations, and 
production potentials from its 
foreign holdings are believed very 
large. Producing properties are 
held in Iraq and the Dutch 
East Indies while large controlled 
acreages are being developed in 
Venezuela and Colombia, includ- 
ing the well-known Barco conces- 
sion jointly owned with the Texas 
Company. 

Standard Oil of California’s 
foreign acreage interests are ex- 
tensive with holdings in Canada, 
Colombia, Venezuela, Saudi Ara- 
bia, Bahrein and Egypt. Most im- 
portant is the joint interest with 
the Texas Company in Saudi Ara- 
bia and Bahrein. 

Standard Oil of New Jersey, a 
leader at home, is also an out- 
standing factor abroad, comnet- 
ing with the Royal Dutch Shell 
interests for world supremacy. 
Foreign crude oil operations are 
conducted in Venezuela, Colombia 
and Peru. Refineries are located 


throughout the world. 

The Texas Company holds an 
important interest in Saudi Ara- 
bia and Bahrein jointly with 
Standard Oil of California, and 
the Barco concession in Colombia 
jointly with Socony-Vacuum. 

The Tide Water Associated Oil 
Co. conducts surveys in Colombia 
and Venezuela with a _ view 
towards obtaining acreage there. 





Companies Likely to Pay 
Year-End Extras 





(Continued from page 267) 

This policy of maintaining 
stable dividends at a reasonable 
rate has several advantages. Cor- 
porations build up more stock- 
holder good-will in the long run 
than would probably be the case 
if dividends were closely geared 
to year-to-year earnings. Common 
shares of such companies acquire 
a considerable element of invest- 
ment prestige and investors re- 
gard them with the sense of con- 
fidence born of a continuous and 
regular return. 

The 1946 dividend prospect, at 
least at this time, cannot be sum- 


* marized with a few hard and fast 


conclusions. Circumstances and 
conditions which are only now in 
the making will have a bearing on 
many dividends. But for the most 
part, the holder of the better 
grade common stocks would seem 
warranted in looking ahead with 
some assurance that his return 
next year will be at least on a par 
with 1945. 





Postwar Outlook for Our 
Natural Resource Industries 





(Continued from page 261) 
also have the effect of restricting 
price increases. In the Govern- 
ment’s stock-pile there is copper 
equivalent to nearly a pre-war 
year’s domestic smelter output. 
From all of which it may be con- 
cluded that the country is not 
faced with an imminent copper 
shortage, but high cost producers 
will find it increasingly difficult 
to operate at a satisfactory profit. 

Nor do latest estimates indi- 
cate the likelihood of any serious 
shortages in the domestic sup- 
plies of lead and zinc. Normally 
domestic production of both lead 
and zinc was ample for home 
needs, but greatly expanded war- 
time requirements necessitated 
large purchases of foreign metal. 
Although our peacetime needs for 
lead and zinc are not likely to ap- 
proach the level of war consump- 
tion for years to come, the point 
is that there is a limit to the abil- 
ity of domestic producers to pro- 
vide the nation with self-suffici- 
ency. This is particularly true in 
the case of zinc, where output 
has failed to rise materially even 
with the benefit of premium pay- 
ments and improved technological 
methods. 


Prior to the war, bauxite, es- 
sential to the production of alu- 
minum, was largely imported and 
domestic production did not aver- 
age more than 300,000 tons. But 
during the war, shipping difficul- 
ties tied up imports and the Gov- 
ernment placed contracts raising 
domestic output to a potential 7 
million tons annually. Known do- 
mestic supplies are rated equal to 
nine years’ requirements and the 
Government stockpile has 2.6 mil- 
lion tons of bauxite stored in 
Arkansas. 

Before the war, 97 per cent of 
all manganese, a valuable steel al- 
loying metal, was imported, but 
under the impetus of war needs 
domestic output was greatly ex- 
panded to 243,000 tons of high 

(Please turn to page 295) 

























of 1 
like 


move 
Cur’ 
neet 


wit) 
fas‘ 


our 
Law 


tio 
wil 


tha 
lay 
pro 


Ban 
cre 


sio 
exc 


dus 
mat 


ext 
COx 
fo 


dr 
pe’ 
ap] 











‘ing 
rmn- 
per 
war 
out. 
on- 
not 
per 
ers 
ult 
»fit. 
\di- 
ous 
up- 
ully 
pad 
me 
ar- 


ES- 


ul- 
\V- 
ng 


lo- 
he 


il- 


of 
al- 


ds 
X- 








Rent controls, rather than rising costs, claims R. E. Pritchard, President 
of the Stanley Works, world's largest producer of hardware and small tools, are 
likely to cut estimates of 1946 home construction from one million to nearer 300,000. 

According to Henry B. Vidal of Westinghouse Electric Corp., the company may 
move its motor division from Pittsburgh to Buffalo, if its bid to purchase a 
Curtiss-Wright plant from the RFC proves acceptable. Nearly 6000 workers would be 
needed. 

Sigmond Janas, President of Colonial Airlines, affirms signing a contract 
with the Glenn L. Martin Co. for twenty new airliners with a speed 100 miles an hour 
faster than the current DC-3 equipment, and with twice the capacity for passengers. 

Almost 6000 banks throughout the nation are prepared to engage actively in 
a consumer credit program, reports Walter B. French, deputy manager of the American 
Bankers Association, and current outstandings from this special source already 
exceed $625 million, with prospects of a strong upward trend. 

Cost of a new building for Foley Bros., subsidiary of Federated Department 
Stores, Inc., says Fred Lazarus, Jr., president of the latter concern, will run up 
to $7 million. This and other outlays for expansion, he points out, will entail 
conservative dividend policies for the parent concern. 

A business "greater than any we have ever had, substantially greater than 
our war volume" is predicted for United States Plywood Co., by its president, 
Lawrence Ottinger. 

According to G. H. Love, president of the newly merged Pittsburgh Consolida- 
tion Coal Co., largest soft-coal company in the country, the aim of the new concern 
will be to restore coal as an undisputed primary source of energy. 

Harold W. Sweat, president of Minneapolis Honeywell Regulator Co., reports 
that expansion of facilities in four cities at home and in Canada will involve out- 
lays of some $3.5 million. Reconversion of this concern is practically complete and 
production running about 30% above prewar peaks. 

As a result of tripled deposits during the past ten years, Public National 
Bank & Trust Co. proposes to offer stockholders an additional 110,000 shares to in- 






























































crease capital, and the dividend rate will be lifted from the present $1.50 to $1.65. 

The furniture industry is reported to have passed the low point in reconver- 
Sion and an upswing into normal production is well under way. October shipments 
exceeded September by 15% and orders booked are 46% above October of last year. 

Despite serious wartime damage suffered by European plants of the Carborun- 
dum Company, most of them have now resumed operations although still handicapped by 
material and fuel shortages, not to mention transportation difficulties. 

Aluminum Co. of America, through its subsidiary, Alcoa Steamship Co., sees 
expanding trade opportunities in the East Indies and India. Oregon Shipbuilding 
Co., owned by Kaiser, has been commissioned to build three passenger-cargo liners 
for Alcoa at a cost of some $11 million. 

By the way, Congress still remains silent on plans of the Surplus Property 
Administration to dispose of $700 million Government owned aluminum plants to com- 
petitors of Alcoa. Meanwhile, as a fly in the ointment, no bidders have yet 
appeared. 
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To meet mounting demand for paper used in telephone and other directories, 
St. Regis Paper Co. has acquired a 75% interest in Watab Paper Co., near St. Cloud, 





Minn. It is reported that about $2 million was involved in the deal. 


Rapid reconversion by Addressograph-Multigraph Co. is enabling it to tackle 
an October 31 backlog of $7.7 million in civilian orders. Product improvement and 
a heavy demand for supplies point to a possibility that wartime volume may be 
equalled, given a short breathing spell. 





A California concern, Del E. Webb Products Co., will soon be on the market 
with aluminum clothes pins, multicolored and in the form of corrugated clips. Com- 
pany optimists expect to use 2.5 million pounds of aluminum annually, as much 4s 
would be required in the construction of 140 Flying Fortresses. 





Aggressive Reynolds Metals Co. has leased, with an option of purchase, a 
nitrate plant from the Tennessee Valley Authority, and expects to use the new unit 
for output of building products. 





Home owner using fuel oil for heat may save 20% in cost, or an average of 
$30 to $40 annually, when it becomes possible to buy a new device developed by a 
subsidiary of Shell Union Oil Co. Better yet, by mass production, this simple fuel 
saver will be produced at a cost of about $2.50 per unit. 





A spectacular nine months gain in net earnings, 91% approximately, is 
reported by Eastern Air Lines, Inc., Captain Eddie Rickenbacker's company. $2.30 per 
share was earned during the period compared with $1.21 per share in the first nine 
months of 1944, despite substantial cuts in passenger rates. 





Foreign orders for locomotives continue heavy. Baldwin Locomotive Co. is 
biting into a backlog of $35 million French and South American orders and is nego- 
tiating for an additional $22 million. 





To achieve greater integration, Republic Aviation Corporation has purchased 
for $2 million Aircooled Motors Corp., Syracuse, thus entering the engine field. 
Aircooled has some $2 million orders on its books from various sources. 





Stokely-Van Camp, Inc., is adding two concerns to its family group, the new- 
comers being Columbus Foods Corp. and the Gibson Canning Co. 





Expansion plans involving $50 million have been announced by Carnegie- 
Illinois Steel Corp., subsidiary of U.S. Steel Corp. Additional facilities for cold 
reduced sheets and tinplate will account for most of the outlay. 








No more calling off the game on account of darkness, if Radio Corporation of 
America has its say. RCA has a remarkable new supersensitive pickup tube for tele- 
vision to produce a clear image even under candle light. 





A tractor not much bigger than an over-stuffed armchair has been produced by 
International Harvester Co. and promises to revolutionize activities on small farms 
and suburban homes throughout the country. 





A new bantam car, weighing less than 600 pounds, to be priced close to $500 
is promised by Bobbi Motor Corporation. Bobbi-Kar will have a two-cylinder motor 
and no clutch pedal, and the body will be made of plastics. 





Within a few months retailers will be offering a new water-mix paint devel- 
oped by Glidden Company. Claim is that a satin-like finish follows drying and that 
it can be washed as easily as a china plate. "Spred-Luster," the newcomer has been 
christened. ° 
In step with the trend to participate directly with industries by credit 
bankers, Commercial Credit Co., has purchased 94% of the stock of Miller Printing 
Machinery Co., of Pittsburgh. Postwar potentials of this machinery specialist 
appear bright to the buyer. 
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Postwar Outlook for Our 
Natural Resource Industries 





(Continued from page 292) 


grade ore in 1944, Average pre- 
war production was only 30,000 
tons annually, while total domes- 
tic consumption was 954,503 tons 
in 1937 and 656,438 tons in 1939. 
Despite increased domestic pro- 
duction, however, it is only too 
obvious that we still shall have to 
rely heavily on imports. 

In the case of nickel and tin, 
foreign mines constitute the ma- 
jor sources of supply. Domestic 
nickel production has always been 
insignificant and tin originated 
in the United States was never 
more than one per cent of re- 
quirements. Efforts to enlarge do- 
mestic output of tin during the 
war were unsuccessful. During 
the war, however, the use of the 
electrolytic process for tinplating 
sheet steel greatly reduced the 
amount of tin used in tin plating 
operations. Other new alloys may 
also replace tin in solder and bab- 
bitt metal, so that our postwar 
reliance on imports may be re- 
duced accordingly. 

Supplies of molybdenum, an- 
other important steel alloving 
metal, are wholly adequate. The 
leading producer, Climax Molvb- 
denum, has ore reserves which 
would sustain capacity onerations 
for at least fifty vears, while Ken- 
necott Copner also has large re- 
serves, giving the United States 
a large exportable surplus. 

The United States is neither 
wholly self-sufficient with respect 
to vital mineral resources, nor 
does it stand on the verge of vir- 
tual exhaustion of resources. 
With only a few exceptions, how- 
ever, does the situation admit of 
a complacent attitude, leaving the 
entire matter to future genera- 
tions to worry about. But we have 
a big ace in the hole, on which it 
is justified in placing considerable 
reliance. That is our strong tech- 
nological resources. Science and 
research has in the immediate 
past made possible the extension 
of many natural resources far be- 
yond original expectancy. It is 
not complacency, but well founded 
confidence, that suggests that 
science and research working in 
cooperation with the Government 
in the future will make equally 
valuable contributions toward the 
replacement and enlargement of 
these assets so vital to our indus- 
trial working capital. 
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WHERE STEEL PUTS ON A CONTINUOUS PERFORMANCE 


It was the industrial sensation of 
1926—the Armco-invented con- 
tinuous rolling mill. It made steel 
history; it helped shorten World 
War II; and now is speeding up 
the transition to peace, 

Huge rolls reduce a 17,000- 
pound slab of white-hot steel to a 
wide 900-foot ribbon in one con- 
tinuous operation that takes less 
than three minutes. The process 
has tripled the production of flat- 
rolled steel—helped make possible 
better products at lower cost for 
home, farm and industry. 

The continuous rolling mill is 
only one of many advances pio- 
neered by Armco. Steel buyers 
recall that it was Armco research 
and manufacturing skill that 
developed such special-purpose 


THE AMERICAN ROLLING MILL CO. 
SPECIAL-PURPOSE SHEET STEELS 


sheet steels as ARMCo PAINTERIP, 
the galvanized sheet that takes 
and holds paint; ZiNcerRIP with its 
durable, tightly adherent zine 
coating; Aluminized Steel, Ultra- 
thin Radar Steel and others. 
Today the pioneering spirit is 
stronger than ever at Armco. Re- 
search men, production engineers 
and marketing experts know that 
tomorrow's new products will de- 
mand better and better sheet steels. 
Manufacturers looking for “tai- 
lored steels” will wisely choose 
sheets with the famous Armco 
triangle trademark—the safe guide 
to highest quality in special-pur- 
pose sheet steels. The American 
Rolling Mill Company, 2001 Curtis 
Street, Middletown, Ohio. Export: 
Armco International Corporation. 














The Chesapeake and Ohio Railway Co. 


A dividend for the fourth quarter of 1945 of seventy-five 
cents per share on $25 par common stock will be paid Janu- 
ary 2, 1946, to stockholders of record at close of business 
December 7, 1945. Transfer books will not close. 


H. F. LOHMEYER, Secretary 
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“Call Sor 
PHILIP MORRIS” 


New York, N. Y. 
November 29, 1945 


Philip Morris & Co. Ltd., Inc. 


A regular quarterly dividend of $1.00 
per share on the Cumulative Preferred 
Stock, 4% Series, has been declared 
payable February 1, 1946 to holders of 
Preferred Stock of record - _ close 
of business on January 15, 


There also has been fans a@ quar- 
terly dividend of 37%¢ per share on 
the Common Stock, ($5 Par), payable 
January 15, 1946 to holders of Common 
Stock of record at the close of business 
on December 31, 1945. 


Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are therefore urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 


L. G. HANSON, Treasurer. 
LLL dddddddddddddar 
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For Speculation: 


GASPE 
OIL VENTURES, Ltd. 


Price 60c per Share 


Prospectus may be 
obtained from 


TELLIER & CO. 
Room 2049 
42 Broadway New York 4 
Tel.: BOwling Green 9-7946 























UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A dividend of 75 cents per share has been 
declared on the Common Stock of said Com- 
any, payable December 20, 1945, to stock- 
hoiders of record at noon on December 8, 


Cc. H. McHENRY, Secretary 











ALBERT RAMOND 
& ASSOCIATES, INC. 


Serving American Industry Since 1916 

INDUSTRIAL ENGINEERS 
Cost Reduction * Improved Wages 

Production Management 

CHRYSLER BUILDING, NEW YORK 17 
TRIBUNE TOWER, CHICAGO 11 

RUSS BUILDING, SAN FRANCISCO 4 
200 BAY STREET, TORONTO 1 




















Capital Goods Shares vs. 
Consumer Goods Shares 





(Continued from page 252) 


but just as the market usually 
exaggerates both good and bad, 
this factor too, when approached 
from the standpoint of earnings 
potentials, is probably exagger- 
ated. Capital goods shares, in 
other words, have to cope with a 
certain psychological handicap. In 
their case, the unfavorable as- 
pects of their outlook are being 
emphasized in popular market 
thinking whereas in the case of 
“peace stocks,” that is consumer 
goods stocks, the favorable ele- 
ments such as the huge deferred 
demand have quickly fired the 
speculative imagination. 

Yet, investors can hardly over- 
look the fact, that heavy indus- 
tries have enjoyed substantial 
earnings in past periods of good 
business activity; that if the fa- 
vorable outlook picture for con- 
sumer goods is justified, it is dif- 
ficult to see how the steel and 
machinery, non-ferrous metal and 
equipment industries could fail to 
participate in any postwar boom. 
Quite apart from the export de- 
mand for capital goods which 
promises to reach very respecta- 
ble proportions, to say the least. 

Once these potentials begin to 
crystallize, as they inevitably will, 
investor appraisal of capital 
goods shares is bound to change, 
with corresponding price adjust- 
ments, 





As I See It! 


(Continued from page 247) 


advantage in the diplomatic field. 

All in all, it seems we have 
been behaving like innocents 
abroad at a time when world con- 
ditions require mature judgment 
and the keenest resourcefulness. 
Clearly conditions call for a 
change of policy that will enable 
us to take the steps necessary to 
meet the serious situation loom- 
ing on the horizon. Intelligence 
and courageous leadership is all 
we need to put our house in order 
now, as long as the wherewithal 
to implement our policies is still 
in our hands. The kind of world 
that lies ahead depends on us— 
our passionate love of freedom, 
our belief in justice and our hu- 
manitarian instincts endow us 
with natural leadership and the 
capacity to make the dream of a 
better world come true. The time 
for us to act is now. 











ALLEGHENY LUDLUM STEEL CORP. 
Pittsburgh, Penna. 

At a meeting of the Board of Directors 
of Allegheny Ludlum Steel Corporation, 
held on November 19, 1945, a dividend of 
eighty cents (80c) per share was de- 
clared on the Common Stock of the Cor- 
poration, payable December 21, 1945, to 
stockholders of record at the’ close of 
business November 30, 1945. 


E. J. HANLEY, Secretary & Treasurer 











ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., Movtenber 21, 1945. 
DIVIDEND No. 150 
The Board of Directors of the Anaconda 
Copper Mining Company has declared a4 
dividend of One Dollar (Sl. 00) per share on 





| its capital stock of the par value of $50 per 


share, payable December 20, 1945, to holders 
of such shares of record at the close of 
business at 12 o’clock Noon on Dee, 1, 1945. 

C. EARLE MORAN, Secretary 











UNION CARBIDE 

AND CARBON 

CORPORATION 
tis 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable Jan. 1, 1946. 
to stockholders of record at the close 
of business Dec. 6, 1945. 


ROBERT W. WHITE, Vice-President 














REACTION 
SOON OVER? 


Our staff has synthesized the technical 
factors effective in the market and ad- 
vance conclusions are drawn as to the 
time period when irregularity in prices 


| should give way to a dynamic rise to 
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new highs. 

New readers only may obtain the Bul- 
letin containing this timely feature, also 
analyses of one medium-priced and 
three low-priced issues which we believe 
possess outstanding profit potentialities. 

The above plus thumbnail discussions 
of 40 popular stocks plus our next three 
Bulletin Releases will be sent on receipt 
OURO Wigs aa teare distor veraccvenn ae $20 


STOCK TREND 
SERVICE 


Div. M-8 Third National Bank Bidg. 
SPRINGFIELD 3, MASSACHUSETTS 
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Will Be Essential In The Important Year of 1946 





YEAR from now when investors look at the com- 
panies whose shares have shown the soundest 
progress in the market — they will not talk about 
pre-war earnings and dividends, nor about war- 
swollen income. They will discuss the attainments of 
the management. 


In the post war era, managerial ability in the im- 
provement of present products, the introduction of 
new items, the utilization of ingenious war-developed 
methods and materials — will be of paramount 
importance. Much will depend on the aggressive- 
ness of management to widen distribution, over- 
come competition, strengthen the company’s finan- 
cial position and labor relations. 


In the selection of investments we lay considerable 
stress on the management factor. 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by reason 
of management — so the healthy expansion — or 
the shrinkage — in your capital and income are 
governed by the competence and nature of the man- 
agement of your account. 


Capable management must construct a balanced port- 
folio, soundly diversified as to type of security, 
nature of business, geographical location and po- 
litical influences. 


It must plan to produce an income return to meet 
individual needs, and to provide a degree of safety 
to fit personal circumstances, 


Proper supervision of securities should anticipate 
dangers ahead and take steps to protect principal 
against loss. It should see new opportunities devel- 
oping, and set up a program to participate fully in 
income and profit benefits to be derived during 1946. 


COUNSEL YOU CAN USE NOW 


No firm or individual is infallible, yet substantial 
investors have found that a reputable. professional 
organization, such as Investment Management Serv- 
ice, can attain satisfactory results more surely and 
safely than can the individual acting on his own 
judgment or with limited assistance. 


Investment Management Service can collect the facts 
for you . . . it can interpret and apply them to your 
securities . . . it can supervise every dollar of your 
invested capital, as you would supervise your port- 
folio if you had the time, facilities, training and staff. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the initi- 
ative in advising you when any changes should be 
made in your list. You would be relieved of worry, 
effort and research, and would never be left in 
doubt as to your market position. It is this alert, 
unbiased counsel which clients have renewed year 
in and year out. 


Now, with the market in a difficult phase, you 
should investigate this Service, by taking advantage 
of the special invitation below. 





sacar obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio 1f it exceeds $20,000 in value—commenting 
frankly on its possibilities for capital growth, its income factor and its diversification. 
Your least favorable issues will be specified, with reasons for selling. Merely send 
us your list of holdings and objectives in as complete detail as you care to give. 
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WE KNOW JUST HOW YOU FEEL 








We, too, have our hands full this time of year. 


For us, December 24 and 25 are always busy days at Long 


Distance switchboards—and they will be busier than ever 


this Christmas. ‘There will be unavoidably long delays on 


Long Distance and some calls may not get through at all. 


You will get quicker service a few days before or after 


the holidays. 


BELL TELEPHONE 





Postwar Evolution of 
General Electric 





(Continued from page 269) 
war years; and 24 times best es- 
timated earnings of $2 a share 
for the current year. 

It is an established fact that 
the stock market will always have 
a tendency to exaggerate the 
state and trend of business. For 
what extent this condition exists 
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in the case of General Electric, 
it is helpful to make certain sta- 
tistical projections. 

A postwar sales volume of 
$750 million annually (official es- 
timate) would be equal to some- 
thing less than the equivalent of 
$29 a share of common stock 
outstanding. This would compare 
with the 1944 sales volume of 
$1,353,012,000, equal to slightly 
better than $47 a share. Con- 
fronted with this evidence of a 


SYSTEM 








possible drop of over 40 per cent 
in sales, it is only too obvious 
that current market prices, if 
they are to be justified, make al- 
lowance for the presence of com- 
pensating factors. 

Probably the most imminently 
effective of these factors is the 
“cushion” provided by the elimi- 
nation of excess profits taxes. The 
total of all Federal income taxes 
paid by the company in 1944 was 
$137,500,000 equal to roughly 
$4.70 a share, whereas reported 
earnings were equal to $1.76 a 
share. With the elimination of 
EPT it is not likely that postwar 
taxes will absorb more than $2 a 
share. 

In 1944 General Electric had a 
margin of operating profit equal 
to 13.1 per cent of sales, which 
was slightly lower than the aver- 
age margin for the four pre-war 
years 1937-1940, and well under 
the average of 19 per cent for the 
four war years 1941-1944. Taking 
a balance between these two aver- 
ages and using a figure of 16 per 
cent appears a reasonable approxi- 
mation of later, if not immediate, 
postwar margins. 

Sight is not lost of the strong 
possibility that the company will 
find its costs higher than the pre- 
war level, on the one hand, while 
on the other, difficulty will be en- 
countered temporarily, at least in 
passing higher costs along to con- 
sumers. Producing for the war ef- 
fort, where expediency is so 
highly important, there is bound 
to be a loss of efficiency much of 
which, however, can be regained 
in a peacetime environment. 
Hence, for the purpose of this 
audit an increase of 3 per cent in 
the average margin of pre-war 
operating profit to 16 per cent 
would seem to be a fair projection 
of postwar possibilities with the 
benefit of larger sales and_ in- 
creased productive efficiency. 

Applying this figure to a sales 
volume of $750 million, operating 
income would total $120 million. 
Using the same amounts for 
“other income” and “income de- 
ductions” as appeared in the com- 
pany’s 1944 report, and comput- 
ing taxes at $2 a share, the bal- 
ance available for the common 
stock totalling about $70 million 
would be equal to $2.40 a share on 
a consolidated basis. In the best 
war year, 1941, per share earn- 
ings were $2.05, while the consoli- 
dated average for the four years 
previous to the war was $1.62 a 
share. 

(Please turn to page 300) 
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Now Ready—Aunual Forecast 
20 OUTSTANDING STOCKS for ‘46 


abe selection of 20 stocks that offer unusual profit opportunities—selected 
after searching analysis based on wide sources of information. Labor upsets 
and shortages of materials will make for widely divergent earning trends and a 
highly selective Stock Market. Only extensive research can uncover those situa- 
tions that are distinctly undervalued in relation to actual prospects. New 
products, growth features and financial strength make these 20 stocks among 


the most attractive for 1946 profits. 


Attractive New Profit Opportunities Ahead 
Despite Labor Strife and Inflation! 











V CHECK THESE QUESTIONS 


Read the answers in UNITED’S 
Annual Forecast for 1946 


Is big inflation upsurge in 
Stocks the stock market Psa >What 
stocks will benefit most from excess profits 
tax repeal? Which issues have best growth 
prospects? What stocks for Inflation? 


Is the bond market approach- 
Bonds ing an important turning 
point? Do junior bonds still offer good 


profit opportunities? Are utilities too high? 
Are foreign bonds attractive ? 


Business Will current downtrend 
give way to a huge re- 
placement boom? How will total vclume 
compare with 1945? What about govern- 
ment controls, labor costs, taxes, profit 
margins, retail trade? 


Buildin With curbs ended, will 
g new construction rise to 
boom levels? Or will high costs and ma- 
terial shortages prevent more than moderate 
expansion? Are real estate values headed 
still higher? 


Rails and Utilities 


Is another year of high railroad earnings 
ahead? Are utilities in a major long-term 
upswing? Do any rail and utility stocks 
qualify among the 20 most promising issues 
for 1946? 


~ Is inflation like that follow- 
Inflation‘: World War I likely? 
Will huge purchasing power and limited 
supplies cause prices to break through all 


controls? What effect on stock prices, real 
estate and cost of living? 
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1946 will present many uncertainties—yes—but also 
some exceptional opportunities. Huge pent-up demand 
for goods, record savings, lower taxes, and abundant 
credit are a tremendous stimulus to business expansion. 
Hundreds of new products are ready for production. 
Food shortages abroad will help maintain farm in- 
come. Sizable profits await business men and investors 
who plan in advance. 


Specific forecasts on what’s ahead for General Busi- 
ness, Retail Trade, Commodity Prices, Foreign Trade, 
Money Rates, Inflation, Stocks and Bonds appear in 
UNITED’S Annual Outlook Report, just issued. It is 
the only forecast that gives you a consensus of the 
country’s leading authorities. These forecasts have aver- 
aged better than 80% accurate for the past 10 years. 


| io addition to the preview of Business and Invest- 
ment Opportunities, this report presents our Staff 
Selection of 20 OUTSTANDING STOCKS FOR 1946. 


This selection includes 10 “Quality Growth” Stocks 
for income and appreciation . . . issues that will appeal 
to the conservative investor seeking safety and better 
than average yield. For those interested in maximum 
appreciation, 10 undervalued issues in the low and 
medium-priced field are recommended. 


Each December thousands of businessmen and 
investors look forward to UNITED'S Annual 
Outlook backed by an organization with 25 years 
of success in business and investment forecasting. 


Yours with Special One Month's TRIAL" 


EST the value of UNITED Forecasts for your own business .---------------20---- neem nnn nnn n nn nnn nnn nnnnnnn nn = 


and investments. Accept this introductory offer of a full 
month’s Trial of the Weekly UNITED Service, together with 
this valuable Annual Forecast and the list of ‘20 Outstand- 
ing Stocks for 1946.’ For new readers, for only $1. 


Pin $1 to this ad. Fill in Name and 
Address and mail NOW! 





' 

‘ Name 

' 

: Address Bn ii Sie ais be ie athecaan shoe eee tant a 

' MW.4 
‘UNITED BUSINESS SERVICE 
' 

' 

' 210 NEWBURY ST. BOSTON, MASS. 























POSSIBILITY OF 
RUNAWAY MARKET 
WEIGHED 


The stock market has created several 
crops of “sold-out bulls,” traders who 
were convineed again and again that a 
top had been reached. Just where will it 
stop? Will there be a violent upside 
rush, with investors reaching for the 
sky? Or is the bull market over and 
should profits be clinched ? : 

Mr. Gartley devotes a portion of this 
week’s Forecast to this dramatic and 
burning question. Read it for the wealth 
of market ideas that it contains. It may 
serve you as an important market guide 
for months to come. 

THUS FAR THE MARKET HAS BEEN 

TOO EASY 

Because stocks have been rising virtually 
en masse, and money has been made with 
little or no real investment effort, many have 
formed careless habits of buying. True, the 
rise may be far from over. 

Yet this is no time for indiscriminate or 
uninformed buying. Many stocks should ac- 
tually be SOLD at these levels and others 
should be BOUGHT AND HELD regardless 
of any interim declines in the market. 

Now is the time to square your present 
holdings. Especially important to you are the: 
25 low and moderate priced issues ... 10 
outstanding growth situations . . . 10 low- 
priced speculations that have qualified under 
the stern sifting of 2000 individual issues by 
the Gartley analytical staff. 

These outstanding stocks will be made 
available to you during the period of the 
following 
SPECIAL TRIAL ACQUAINTANCE OFFER 
Current issue plus the next five issues, which 
will cover what may well prove the most 
decisive financial phase investors may expe- 
rience for a long time to come.......... $30 


H. M. GARTLEY, INC. 
68 William Street New York City 














THE TEXAS COMPANY 


A dividend of 50¢ per share or two per 
cent on par value, and an extra dividend 
of 50¢ per share or two per cent on par 
value, was declared November 16, 1945 
on the shares of The Texas Company, 
both payable on January 2, 1946, to stock- 
holders of record as shown by the books 
of the company at the close of business on 
November 27, 1945. The stock transfer 
books will remain open. 
L. H. LINDEMAN 
Treasurer 








173rd Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 




















WHAT BOOKS DO YOU WANT? 
We quote lowest market prices. No charge for 
locating Hard-to-Find and Out-of-Print Books. 
All books OLD or NEW, mailed POST-FREE. 

SEARCHLIGHT BOOK BUSINESS 

22 East !7th St., New York City 





THE WESTERN UNION TELEGRAPH CO. 
DIVIDEND No. 275 

A dividend of 50 cents a share on the Class 

A stock of this ge ag? has been declared, 

payable December 15, 1945, to stockholders 

of record at the close of business on No- 

vember 23, 1945, 








W. P. MARSHALL, Treasurer 
November 13, 1945. 
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Average annual dividends in the 
peacetime years 1937-1940 were 
equal to $1.59 a share or 98 per 
cent of average per share earn- 
ings in that period. During the 
war, dividends averaged $1.40 a 
share or about 80 per cent of 
available earnings. Dividends 
based on 80 per cent of projected 
postwar earnings would indicate 
possibly $2 annually, and raise the 
yield to better than 4 per cent, 
based on recent price levels. Divi- 
dends in 1937 amounted to $2.20 
a share and earnings in that year 
were $2.18 a share. At the 1937 
high for the stock of 64%, the 
market was capitalizing earnings 
for that year at 30 times earn- 
ings. The same basis applied to 
the figure of $2.40 projected for 
postwar earnings would mean a 
market price of 72 for the shares, 
while the present ratio of 24 to 1 
would price the shares at 58. It is 
not intended to suggest the latter 
as forecasts, or potential market 
figures. It simply points up poten- 
tials under certain conditions. 


Certainly one of the outstand- 
ing features of GE’s wartime ex- 
perience has been the marked im- 
provement in finances. From 1941 
through 1944, holdings of cash and 
marketable securities increased 
from $128.7 million to $360.8 mil- 
lion. In the same period total cur- 
rent assets rose from $352.2 mil- 
lion to nearly $606 million, and 
while current liabilities also in- 
creased substantially, there was a 
net increase in working capital 
amounting to $45 million. Applied 
to the common stock, total current 
assets at the end of 1944 were 
equal to $21 a share, up from 
$7.13 in 1939. Cash assets alone 
last year were equal to $12.50 a 
share, and working capital 
amounted to $7.50 a share. An es- 
timated postwar tax refund of be- 
tween $40 million and $45 million 
will further swell working capital. 


The company’s report to stock- 
holders for 1944 revealed total as- 
sets of $842,470,137. By way of 
contrast, the market currently 
places a value of nearly $1.385 bil- 
lion on the 28,845,927 shares of 
common stock, which comprise 
the entire capitalization. The com- 
pany has no funded debt, bank 
loans, or preferred stock outstand- 
ing. Investors are apparently not 
unaware that bookkeeping policies 
of General Electric have long been 
ultra-conservative. Exemplifying 
these policies is the fact that the 
company carries its entire plant 
and equipment at a depreciated 





sion for 


million. 


When the salient statistical fac- 
tors pertinent to General Electric 
are examined, they nearly all give 
support to the point previously 
made—that the common stock is 
not now selling at a bargain price. 
But they also give support to the 
high investment regard in which 
the stock is held, and with the 
company making considered prep- 
arations for fullest exploitation of 
postwar boom potentials and par- 
ticipation in our economic expan- 
sion commensurate with the cor- 
poration’s scope and stature, it 
would not surprise if future earn- 
ings potentials would not only 
justify current prices for the 
stock but ultimately further en- 


hancement. 


value of less than $39 million, 
Patents and franchises are car: 
ried at $1. Also, in passing, it 
might be noted that in 1944, al. 
though the company included in 
current liabilities specific provi- 
renegotiation of con- 
tracts, an additional amount of 
$7,123,320 was deducted from in- 
come and placed in a special re- 
serve for postwar adjustments 
and contingencies, raising the to- 
tal of that special reserve to $15 





Around the World 





(Continued from page 272) 


socialist planning and was the 
first British country to introduce 
the blocked currency practice, 
back in 1938. Though its leading 
export articles, dairy products, 
mutton and lamb, and wool were 
badly needed in Great Britain 
during the war, their shipments 
depended upon the availability of 
cargo space, and it is only the 
last year or so that they have 
been moving out more normally. 
As the exports expand, New Zea- 
land sterling credits in London 
are growing. They were reported 
to be approaching NZ £100,000,- 
000, equivalent to over $300,000,- 
000, or about twice what was con- 


sidered normal before the war. 


New Zealand proposes to use a 
part of these accumulated credits 
for financing a comprehensive in- 
dustrialization and hydro-electric 
development program. According 
to D. G. Sullivan, Minister for In- 
dustries, all machinery and indus- 
trial equipment purchases are to 
be shifted to Great Britain, not 
only to use up the credits, but 
also to make up to Great Britain 
loss of manufactured 
goods exports to New Zealand. 


for the 
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Accordingly, the import license 
schedule for 1946, made public in 
Wellington early in November, re- 
veals that the funds allocated for 
the purchases in Great Britain 
have been increased from 150 to 
250 per cent depending upon the 
article imported, but that prac- 
tically no funds have been allo- 
cated for the imports of goods 
trom this country. 

Now comes an interesting piece 
of news that American rather 
than the British companies are 
invited to cooperate with the 
three existing New Zealand com- 
panies (all of them are American 
or partly American) on the first 
big post - war industrialization 
project, the expansion of the 
auto-tire industry to a_ point 
which would make New Zealand 
practically self-sufficient. This is 
certainly a recognition of the 
American know-how. Selection of 
the necessary machinery is deter- 
mined on the advice of the Good- 
rich Rubber Company, but here 
again the New Zealand Govern- 
ment proposes to obtain as much 
equipment as possible from Great 
Britain. 





Answers to Inquiries 





(Continued from page 286) 


Average per share earnings for 
pre-war years. ..1936-1939 92 cents 


Average per share earnings for 
five war years...1940-1944 71 cents 


Price range from 1936 to 1940, 
inclusive: High 1934; low 1034, 
and for 1945 to date: High 121% ; 
low 7%; recent 11. 


Based on present yearly divi- 
dend rate of 48 cents per share, 
at current price of $11 the in- 
dicated income yield is 4.40%. 


Balance sheet as of December 
31, 1944 showed a good financial 
condition with cash and U. S. 
Government securities totaling 
$2,869,344, which alone, exceeded 
total current liabilities of $2,497,- 
647. Total assets amounted to 
$48,326,613. The company’s credit 
is exceptionally good; its first 
mortgage 3s due 1970-71 were 
sold privately while the $4.50 pre- 
ferred stock is selling near its call 
price of $112.50. There are 1,500,- 
000 shares of common stock out- 
standing. 


DECEMBER 8, 1945 




















To the Holders of the Preferred Stock of 


AMERICAN ICE COMPANY 


In accordance with the Notice of Special Meeting of Stock- 
holders dated September 25, 1945, such Special Meeting was held 
at the statutory office of the Company, 117 Main Street, Fleming- 
ton, Hunterdon County, New Jersey, on Monday, November 5, 
1945 at 12:00 o’clock Noon, for the purpose of voting upon a 
proposed amendment to the Company’s certificate of incorpora- 
tion by striking out Article Fourth thereof and substituting in 
lieu thereof a new Article Fourth in the form set forth in Exhibit 
“A” pages 4 to 5 inclusive attached to the Proxy Statement which 
was sent to you with the said Notice of Special Meeting. 

At this Special Meeting of Stockholders the amendment was 
duly and regularly assented to by the vote of more than two-thirds 
in interest of the Preferred and Common Stockholders having 
voting powers, each class voting separately. 

The necessary certificate of amendment was filed in the office 
of the Secretary of State of the State of New Jersey on November 
19, 1945, and thereupon the amendment became effective. 


For a period of 90 days after such effective date the Preferred 
Stockholders may exercise any one of the following three options: 


(a) To surrender to the Company their shares of Preferred 
Stock for retirement for $100 per share in cash; 

(b) To convert their shares of Preferred Stock into shares 

of Cumulative Redeemable Preferred Stock on a share 

for share basis; 


~ 


(c) To retain their shares of Preferred Stock without sur- 
rendering or converting the same and shares so retained 
will be designated as Non-cumulative Non-redeemable 
Preferred Stock. 

If you desire to exercise either option “‘a’’ or “b’, you are re- 
quested to forward your Preferred Stock certificate(s) to the 
Corporate Trust Department of Bank of New York, 48 Wall 
Street, New York 15, New York, indicating which of these two 
options (‘‘a’” or “b’’) you desire to exercise. 

Such certificates must be assigned in blank, either in the space 
provided for that purpose on the reverse side thereof, or by sepa- 
rate stock power. The stockholder’s signature to such assignment 
must correspond exactly with the name appearing on the face of 
the certificate. Such assignment must be guaranteed by a bank 
(other than a savings bank) or trust company having an office or 
correspondent in The City of New York or by a firm having 
membership in the New York Stock Exchange. 

If any certificate is registered in the name of an executor, ad- 
ministrator, trustee, guardian, receiver, conservator, or other fidu- 
ciary, or in the name of a decedent, proper evidence in docu- 
mentary form of the authority of the person signing must be 
furnished. If any certificate is registered in the name of a corpo- 
ration the assignment must be accompanied by a certified copy of 
resolution or abstracts from the By-Laws authoriz‘ng the signing 
officers to act, and a certificate of the election of such officers 
must be furnished. 

Under option ‘‘a” you will receive the check of the said Bank 
of New York at $100 per share for each share of Preferred Stock 
surrendered. Under option ‘‘b” you will receive the same number 
of shares of Cumulative Redeemable Preferred Stock as those 
forwarded by you for conversion. 


American Ice Company 


By CHARLES C. SMALL 
November 20, 1945. Chairman of the Board 






































Transition Pangs In 
Clothing Industry 





(Continued from page 274) 


potentials, promising growth pros- 
pects may warrant the current 
strength in price. An issue of 
414% preferred stock, convertible 
into common at 42, is selling at 
180. 

An outstanding manufacturer 
of shirts and collars, Cluett Pea- 
body & Co. has established above- 
average stability in earning 
power for decades past and for a 
quarter of a century, payment of 
dividends has been uninterrupted. 
In part, this good record has been 
due to royalties received from its 
patented sanforizing process for 
fabrics but above all, product 
quality has built up for the com- 
pany a dominant position among 
distributors. Cluett’s dividend 
policies are liberal and investor 
confidence in the company has 
forced the price-ratio of its shares 
up to 20.3. The current yield of 
3.9%, however, is not without at- 
traction and the outlook for well 
sustained volume and earnings is 
excellent. At around 51, the 
shares do not appear unduly high 
in view of future potentials. 

Among the makers of medium 
priced clothing for men, Hart 
Schaffner & Marx ranks as one of 
the leaders. This concern is the 
outgrowth of a business estab- 
lished in 1872 and while slight 
deficits have occurred in serious 
depression years, the business has 
produced satisfactory profits at 
times when concerns in other in- 
dustries were still having a hard 
time of it. All of the company’s 
factories are located in Chicago 
and output is distributed not 
only by independent wholesalers 
throughout the country but also 
by 30 subsidiaries, of which Wal- 
lachs Ine. is perhaps the best 
known. While operating income 
has more than doubled during war 
years, net per share has been held 
to around $4 under the impact of 
heavy taxation; in 1944 EPT per 
share amounted to $3.08. A re- 
cent price of 41 for the shares es- 
tablishes a fair yield of 4.5% and 
is only 10.4 times earnings. All 
considered and in view of bright 
prospects for volume and assured 
relief from EPT, appreciation po- 
tentials for this stock are reason- 
ablv well marked. 

Cloth made from combined cot- 
ton and rayon fibres has become 
increasingly popular during re- 
cent years, and Goodall-Sanford, 


a leading textile manufacturer, 
has gone in heavily for produc- 
tion of “Palm Beach” suits made 
from this material. Due to sea- 
sonal advantages, an abundant 
quantity of this clothing is now 
available and shortage of warmer 
clothing may improve sales po- 
tentials. Business of this concern 
was started way back in the 
1880s by two concerns under the 
same family ownership, merged 
about a year ago. At a current 
price for the shares of about 37, 
a yield of 4% is obtainable and 
the price earnings ratio is 18.6. 
This price may not adequately re- 
flect possible earnings gains if 
volume expands and tax relief be- 
comes effective. While EPT in 
1944 exceeded net per share earn- 
ings, and its elimination should 
widen 1946 profit margins, just 
how much of the potential benefit 
will accrue to stockholders, how- 
ever, remains to be seen. 
Hat Manufacturers 

Of the principal hat manufac- 
turers, Hat Corporation of Amer- 
ica ranks second in volume, but 
enjoys a somewhat steadier earn- 
ings record than its chief com- 
petitor, John B. Stetson Co. Hat 
Corporation owns the entire capi- 
tal stock of 13 subsidiaries, mak- 
ing both men and women’s hats 
of a quality character, and 
enjoying the benefit of such well- 
known brands as Knox, Dobbs, 
Dunlap and Cavanaugh. 1944 
sales of $13.3 million compare 
with $9.8 million in 1940, al- 
though under the impact of ris- 
ing costs and price ceilings net 
per share assumed a_ reverse 
trend by declining from $1.03 to 
64 cents during the period, and 
in this instance the EPT factor 
was too small to shoulder the 
blame. Ample working capital, 
however, has enabled dividend 
distributions of 50 cents a share 
and at a recent price of 11 for 
the stock, the yield of 4.5% has 
some appeal. Growth potentials 
for this class of business appear 
less promising than for clothing 
manufacturers, although if the 
level of national income remains 
high, demand for hats should be 
substantial. 

Summing up, for clothing mak- 
ers most factors indicate several 
vears of continued excellent busi- 
ness, once the currently numer- 
ous handicaps have been over- 
come. The enormous demand 
awaiting satisfaction, being basic 
in nature, warrants confidence in 
this branch of the industry espe- 
cially. As controls are eased and 











materials become plentiful, 
chances for improved earnings 
and dividends and consequent ap- 
preciation in share prices of well 
situated concerns seem promising, 





Building Security for Profes- 
sional Man Thru Insurance 





(Continued from page 279) 
One of these children had been an 
unfortunate infantile paralysis 
victim which left her a semi-in- 
valid. He owned only $19,000 of 
life insurance, had some stocks 
and bonds and a few savings bank 
accounts. His earnings averaged 
about $18,000 annually. 

With no specific financial pro- 
gram established, there was no 
need for a check valve on his ex- 
penditures. He was always sure of 
a substantial income and there- 
fore was reluctant to abandon his 
carefree spending habits. 

Increasing income tax demands 
forced him to seek a plan where 
his money would help to do more 
work for him. He submitted to an 
“insurance consultation.” 

In the event of his premature 
death a plan was devised provid- 
ing an immediate lump sum pay- 
ment of $5,000 for current ex- 
penses for readjustment of his 
family. In addition, a provision 
was made for a life income to his 
wife in the amount of $150 
monthly; a similar plan also for 
the life time of the invalid daugh- 
ter in the amount of $75.00 
monthly. Smaller amounts were 
provided for the other children. 
This was accomplished by rear- 
ranging his present insurance and 
including with it new life insur- 
ance. In addition, a special policy 
was earmarked for the wife and 
invalid daughter from which lim- 
ited amounts could be withdrawn 
yearly to provide for future emer- 
wencies and other special needs. 
The balance of his insurance pro- 
gram was to provide himself with 
a retirement life income. 

As this plan was being formu- 
lated, he kept asking how this 
would curtail his previous scale 
of living. Since he could not spend 
enough in premiums to adopt the 
whole program which he favored, 
that part which was to give him 
a retirement income was set up 
on a term insurance basis. This 
afforded him the opportunity of 
converting to the retirement plan 
as his ability to meet premium 
payments developed. Irrespective 
of his future health status, he 
had in effect a “buyers” option 

(Please turn to page 304) 
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which he could exercise at any 
time, giving him the advantage 
of effecting his own retirement 
plan without further medical ex- 
amination. 

Naturally our dentist friend 
was more than surprised to find 
not only a method which would 
provide a substantial income for 
his family in the event of his pre- 
mature death, but also would give 
him a retirement income as well. 
This was accomplished without 
changing his mode of living to 
any appreciable extent. 

He learned that what is com- 
monly known as life insurance is 
actually the conservation of 
wealth which has stood the test 
through good times and bad for 
almost a century. 





Opportunities for Income 
Appreciation in Bonds 





(Continued from page 283) 

ple working capital and the privi- 
lege of charging premiums paid 
for purchased bonds agairist ex- 
cess profits taxes, these are ad- 
vantages which can be effectively 
applied at this time. There is, of 
course, no compulsion on the part 
of bond holders to tender their 
bonds, if they prefer not to and 
feel that it is to greater advan- 
tage to await further develop- 
ments. At the same time, how- 
ever, it may later be revealed that 
the presence of non-callable is- 
sues in a company’s capital struc- 
ture is not necessarily an insur- 
mountable obstacle to their prior 
retirement. 


Home Building As An 
Investment in Security 








(Continued from page 280) 


financial troubles of war, most of 
our population was employed at a 
reasonable wage. 

Today a larger slice of our pop- 
ulation than ever before can af- 
ford to buy (or build) a home. 

All these things, added to- 
gether, mean a vastly enlarged 
market for the producer of mate- 
rials. 

But the producer looks at 
things differently. He remembers 
that 1940 profit of $5 per hun- 
dred. The revised figure of $2 per 
hundred looks, to him, like a de- 
liberate effort to cheat him of his 
hard-earned revenues. Shown he 
can grow $20,000 where but $10,- 
000 bloomed before, he is not sat- 
isfied. He regards the additional 
$30,000 which his old 5% profit 


supplied, as money lost. 

This is not, as it would appear, 
pure selfishness on the part of the 
producer. Figures, to any kind of 
manufacturer, are only figures. 
(He calls them estimates.) He is 
afraid this 2% may prove to be no 
more than the figment of an ac- 
countant’s imagination. He is 
afraid he may produce all this 
ocean of materials and find him- 
self without either the 5% profit 
of the prewar years, or the un- 
tested 2% profit of the new peace. 

He is afraid of sudden, postwar 
leaps in labor costs which may 
wipe out this much narrower mar- 
gin of profit. The only way he can 
find out is to produce in volume. 
And if he produces in volume, and 
these figures are wrong—he is out 
of luck. 

The result, directly affecting 
you, the home-buyer, is that the 
materials producer does two 
things: He produces a minimum 
of building products, a maximum 
of articles (not building products) 
on which there is no price ceiling 
and therefore no limitation on 
profits. He knows he cannot do 
this indefinitely. The building 
products market is a long-term, 
permanent market. The other is 
limited. But his ceilingless pro- 
duction will tide him over until he 
finds out what “gives” in the ma- 
terials market. 

The resultant mere trickle of 
materials means that home-build- 
ers (professionals) cannot con- 
sider extensive developments. 
There just aren’t enough mate- 
rials to go around. 

If you want a home tomorrow, 
next week, in the next six months, 
you must build it yourself, at such 
terms as your contractor is able 
to give you. 





Answers to Inquiries 
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American Ice Preferred 

Am the owner of 10 shares preferred 
stock of American Ice Co., purchased in 
1926 at 833%. This company, as you no 
doubt know, is offering three options to 
stockholders, namely: 
1—Surrender stock at $100 cash per share. 
2—Convert into cumulative redeemable 

preferred stock share for share. 
3—Retain stock to be designated as non- 
cumulative non-redeemable preferred stock. 

In view of the fact that I am alone 
in the world, needing security in later years 
when my earning power is gone, could you 
please advise, which in your valued opinion, 
is the safest option to accept. I am en- 
closing a self-addressed envelope for your 
prompt reply. 

May I also add that I thoroughly enjoy 
your Magazine and often sit up until two 
and three o'clock reading and _ studying 
same. So far I have not had the courage 
to return to the market on a speculative 


basis (the cleaning I a in last crash" 
still haunts me), but I am very grateful: 
for the sound judgment displayed in the 
Magazine of Wall Street. Thank you. 
—S. A., Newark, N. J, 
In view of the unimpressive : 
record of earnings and dividends | 
of American Ice preferred, we 
recommend surrendering stock | 
for redemption price of $100 a 
share. Recent annual earnings on 


the preferred were as follows: 
1944 1943 1942 1941 1940 1939 1938 


$11.59 $3.45 $3.82 Nil Nil $.60 Nil 

Dividends on preferred: 

3.00 Nil 50 Nil .50 Nil $1.25 

American Ice is engaged in the 
manufacture of ice and in sale of 
ice, coal, fuel oil and ice refrigera- | 
tors in the following localities: 
New York City, Boston, Philadel- 
phia, Washington, D. C., Balti- 
more, Atlantic City and various | 
communities of Southern New 
Jersey; also engages in general 
laundry and dry cleaning business 
in New York City and suburbs. 

Peace time long term outlook 
indicates reduction in earnings 
from coal and renewed competi- 
tion from mechanical refrigera- 
tion. 

This issue is too speculative for 
a conservative investor. We rec- 
ommend investing the proceeds 
from this redemption in Stokely 
Van Camp 5% cumulative prior’ 
preference stock at about 21, 
which is the call price. This stock 
earned $9.38 a share for the fiscal 
year ended May 31, 1945 com- 
pared with $8.55 a share in they 
same period of the previous year. 
Annual dividend rate is $1.00. 
The yield is excellent, but appre- 
ciation prospects are extremely 
limited because of the call price. 
Stokely Van Camp are processors 
of foods and a pioneer in the 
frozen food industry. 

Glenn L. Martin Company 

As Glenn L. Martin Co. must have re- 
ceived large cancellations of war contracts, | 
will you please tell me what the outlook is 
for company’s a business? 

Columbus, Ohio 

Glenn L. Martin Co. has added 
a considerable amount of commer- 
cial business to its $92,000,000 
backlog of commercial contracts, | 
it was recently announced by 
Glenn L. Martin, President. The 
first airline order already has 
been placed for the new Martin: 
202 twin engine transport and 
others are expected to follow, he 
stated: “We have reason to be- 
lieve that this 30 to 40 passenger 
aircraft, whose principal features! 
are extremely low operating cost, 
high cruising speed and greater! 
serviceability, will become the 
standard transport type in the 
short and medium range field.” 
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